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COMMENT. 
Charges on Country Checks; Corporations and State Law. 


ALTER BAGEHOT, writing in 1873, commented with 
great seriousness on the fact that the Bank of England, 
with all its powers and its quasi-public functions, did not always 
assume corresponding duties and responsibilities. It had 
become the custodian of a large part of England’s currency 
reserve. On its management of this reserve depended, directly 
or indirectly, the conduct of the English money market in times 
of financial stress. Its powers had been made commensurate 
with the importance of its position. Not to speak of the rights 
of note issue which it possessed in ordinary times, it had had the 
privilege, in extraordinary crises, of being freed from incon- 
venient restrictions in its charter, and had come to expect this 
privilege as a matter of course. But the duties which should 
go with this position had not been acknowledged by the 
directors in their own official utterances; they had not been 
enforced by any act or resolution of parliament; their existence 
had not been urged in the speeches of any responsible statesman, 
or even in the current exposition of political economy through- 
out England. On the contrary, says Bagehot, “the distinct 
teaching of our highest authorities has often been that no public 
duty of any kind is imposed on the Banking Department of the 
Bank—that for banking purposes it is only a joint stock bank 
like any other bank, and that its managers should look only to 
the interest of the proprietors and their dividend.” 
Down to 1860, the practice of the bank directors was no 


better than their principles. But in the crisis of 1866 the 
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directors did their full public duty, and kept within narrow 
limits what had threatened to become a financial panic of the 
first magnitude. But while everybody was praising them, the 
directors, in truly British fashion, recoiled from the spectacle of 
their own virtue. In an emergency they had risen to the height 
of their public duty; in cold blood, they disclaimed any obliga- 
tion to maintain themselves on this level of virtue. 

We have no space to go into the controversy which was 
roused by Bagehot, and which, through many oscillations, 
appears to be settling itself on the general lines which Bagehot 
desired. We are interested rather in a somewhat similar 
difference of opinion as to the duties of New York bank direc- 
tors in matters bearing on the general welfare of the country. 

The banks associated in the New York Clearing House 
to-day hold a position in the finance of this country not unlike 
that which the Bank of England has held in Great Britain. 
The differences of course are quite obvious; but these differ- 
ences are for the most part superficial, while the resemblances 
are fundamental. In the associated banks of New York, as in 
the Bank of England, is kept a very large part of the reserve 
on which the great financial transactions of a whole country are 
based. The system of “reserve cities” for holding large deposit 
accounts of country banks, in which New York is by far the 
most important center, is but the recognition, in the National 
Banking Law, of this great fact of a central reserve; and the 
power of utilizing such deposits, indirectly extended by the law 
which allows and encourages country banks to hold a large 
part of their legal reserve in the form of deposits in New York, 
probably constitutes a much more valuable privilege than the 
rights of note issue enjoyed by the Bank of England. In 
extraordinary emergencies the parallel is even closer. Just as 
the Bank of England is encouraged to expect a modification of 
the restrictions on its right of note issue, as a means of extend- 
ing its effective currency reserve in times of panic, so the New 
York banks, by their system of clearing house loan certificates, 
are encouraged and expected to evade those provisions of our 
national banking law which restrict their power of issuing notes 
to meet an emergency. This is, of course, not an exclusive 





ONS aa 


a nl UN 


PO as Peano 


Wenner a 








Qg> 4 =? — 


<a ee 


ee 


ee 








1899 | Comment. 3 


privilege of the New York banks; the same system has been 
applied in other cities for local purposes; but it is its use in 
New York which has made it a matter of national importance. 
The exericse of this function of holding a reserve for clear- 
ing the business of the country is attended with some expense 
as well as with much profit. One of the most vexatious of these 
expenses has been the cost of collecting country checks. The 
variations in domestic exchange, the occasional failure of 
country banks to promptly make good their deficiencies, the 
mistakes of individual drawers of checks and the annoying delay 
required in their correction, all combine to cause an appreciable 
loss of money to the New York banks, and a yet greater loss of 
time and temper. Under these circumstances they have 
adopted a rule imposing such charges on country checks as to 
compel a large part of the remittances to be made in the form 
of bank drafts on New York City rather than individual checks 
on country banks supposed to have accounts with some New 
York bank. From the narrower banking point of view, the 
reasons for the change are obvious. It will save the New York 
banks something like two million dollars a year of expense, to 
which, in the individual cases where it arose, they were often 
carelessly or uniformly put. It will not prevent any solvent 
man from making remittances; for if he has a deposit in his 
local bank, and his local bank has a deposit in New York, he 
can buy a draft to send as a remittance, which will pass through 
the New York Clearing House without question or expense. 
Yet in spite of these plausible arguments, we believe the 
action of the New York banks to be a mistake of very serious 
magnitude—an inconvenience to the public, a probable loss to 
deposit banking in the long run, and, worst of all, a serious blow 
to the cause of sound currency throughout the country. It 
seems to us, in short, a case where narrower duties and econo- 
mies have been allowed to crowd broader ones out of sight. 
First, inconvenience to the public. The time lost by 
purchasing a bank draft instead of drawing an individual check 
is very considerable—far more than bank cashiers realize. The 
effect of the new rule is that, to prevent one man from drawing 
a check wrongly, they compel fifty men to waste a great deal 
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of time in drawing checks rightly. The indirect effect of this 
inconvenience is “slow pay.” Many a man who will remit 
promptly when he can draw a check at his desk, will let the 
matter go much longer if he is compelled to take the time 
required by a more roundabout method. 

This must in the long run tend to the disadvantage of the 
banks themselves. A bank, like any other business, makes its 
money by serving public convenience. If to save a relatively 
small expense, it causes relatively large public inconvenience, 
sooner or later it wil find the demand for its services decreasing. 
If an association, in order to save itself $2,000,000, imposes on 
those who have dealings with it a waste of $10,000,000 of time, 
the result is inevitable. That the loss to the New York banks 
will come in a roundabout way, through the decreased public 
use of deposit banking, rather than in a direct way, does not 
make it any less inevitable; it only makes it more dangerous 
to the currency system of the country. 

In a popular government, the greatest safeguard against soft 
money—we may fairly say the on/y real safeguard—is to prevent 
the growth of a demand for soft money. And of all the means 
of prevention at our command, the most effective is the encour- 
agement of the habit of paying by checks. The effective 
demand for circulating notes, no matter by what authority 
issued, comes when people are getting commercial bills 
discounted. If it is more useful for these people to take their 
credit in the form of a deposit account than in the form of notes, 
the demand for paper money will be less than it otherwise 
would; and the man who pays by drawing checks on his 
deposit account instead of by passing notes from hand to hand 
will be getting a true instead of a false lesson in the nature of 
pecuniary credit. This condition of things has become quite 
general in cities like New York or Boston, and the lesson 
connected with it has been pretty well learned. In smaller 
places and more remote ones, we had not advanced so far either 
in the use of checks or in the learning of the lessons derived 
from it; but we were making, on the whole, steady and satisfac- 
tory progress. The most serious public danger in the action 
of the New York banks is that it seems likely to deal a severe 
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blow to such progress. Perhaps the most distinctive advantage 
of a deposit account over a bundle of notes is its convenience 
as a means of remittance. Deprive it of any considerable part 
of this advantage and it seems likely that you will decrease the 
use of such accounts, correspondingly increasing the demand 
for fiat money, good or bad, on a given volume of discounts. 

We do not wish to appear too pessimistic; still less would 
we wish to impugn the sincerity of purpose of the New York 
bankers in the cause of sound money. But we are inclined to 
think that in their position at the center of our financial world, 
they have overlooked, or at any rate seen in less than their true 
importance, certain dangers which are much more conspicuous 
when looked at from the outside. We believe from their con- 
luct in the past that they are ready to take a broad view of 
their responsibilities on the currency question; and that a 
friendly criticism of their action will have the same effect in 
widening their acceptance of such responsibilities, even at an 
apparent loss for the moment, as did Bagehot’s similar criticism 
on the principles governing the Bank of England. 


One of the most characteristic industrial features of the 
present year is undoubtedly the creation of a vast number of 
corporations of the trust type. The peculiarity of most of these 
companies is that they involve combining under one manage- 
ment a number of different enterprises, generally located in a 
number of States. More and more the different States are 
being drawn together industrially, and the different industries 
are being concentrated. Yet State legislation is as diverse, as 
heterogeneous, as unsymmetrical as ever. Side by side with 
the increasing systematization of production and the more per- 
fect organization of labor and capital, we have a chaotic legal 
control. A somewhat similar phenomenon showed itself in the 
early days of railroading. But railroads are means of com- 
merce, not of manufacturing, and the Constitution gave the 
Federal Congress a power over inter-State commerce which 
has resulted in a pretty complete system of Federal regulation, 
supervision, and control. No such power was, however, 
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definitely given it with regard to mechanical production. 
Indeed, such a union of distantly located enterprises as has 
become familiar to the investor of the present year would have 
seemed utterly chimerical, if not impossible, in the last century. 

Yet the problem is now thrust upon us, and it is one of the 
most important domestic problems, next to the currency, that we 
have to face. We have the anomaly of corporations chartered 
in one State to do business in any State, and owned by stock- 
holders, no one of whom may live in the State which grants the 
charter. The payment of a tax may thus be a sufficient induce- 
ment to a State to charter companies recklessly which can do it 
no harm, but which can do their own pleasure elsewhere with 
little fear of check or investigation. 

There are two phases of this subject which are particularly 
important. The first is the control of such corporations with 
a view to preventing the abuse of their power, injury to the 
consumer, and fraud upon the stockholders; the second is the 
question of taxation. The latter has been brought to the front 
by the vigorous action of Gov. Roosevelt in securing the 
passage of the Ford Franchise Tax law in New York, but this 
is an isolated measure which, however good in itself, is very 
far from solving the problem. The great difficulty in the 
taxation of corporations lies in the fact that the legal seat of the 
corporation may be very different from that of the majority of 
its stockholders; and it is obvious that the State in which the 
stock is owned should be the one to receive the proceeds of a 
corporation tax, not the State in which, through the accidents 
of the law, it happens to have its legal domicile. 

And yet the corporation tax is the best means, indeed the 
only means, by which so-called personal property can be effec- 
tually reached by the tax collector. One of two things must 
be done in order to settle this question. Either the States must 
agree among themselves upon a uniform system of taxation and 
upon an equitable division of the proceeds, or the Federal 
Government must take the matter in hand. Neither solution 
is easy. To secure united action on the part of all the States 
would perhaps be impossible. A Federal tax would interfere 
with corporation taxes already in existence in the States, and 
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would, moreover, be subject to the risk of being overthrown 
on the same grounds on which the income tax was set aside 
by the Supreme Court. Yet it is probably in this direction that 
the advocates of reform in State taxation must move. If it 
could be done constitutionally, a general corporation tax, levied 
by the Federal Government and distributed in part among the 
States in proportion to the shares held in those States, would go 
further than any other measure towards doing away with the 
gross abuses and inequalities which now exist in State taxation. 

The problem of legislative control is even more difficult. 
For some seven years the State Boards of Commissioners for 
Promoting Uniformity of Law in the United States have 
labored to secure a general harmony of legislation without 
making much progress outside of the very limited field of nego- 
tiable paper, and their efforts to induce Congress to create 
a Federal Board of Commissioners have hitherto been fruitless. 
It is all the more encouraging that the law creating the 
Industrial Commission, which has now been at work for some 
months, enumerates among its topics of inquiry the suggestion 
of laws which may be made “a basis for uniform legislation by 
the various States of the Union, in order to harmonize conflict- 
ing interests, and to be equitable to the laborer, the employer, 
the producer, and the customer.”” This commission has blocked 
out a very large scheme, part of which has already been covered 
more or less perfectly by our bureaux of statistics, and much of 
which will probably never be completed. If it can successfully 
accomplish this one object of securing uniform State legislation 
in industrial matters, it will have done enough to justify the 
great expense of time and money which it will doubtless incur 
before it is through with its work. 











A FRENCH COLONIAL EXPERIMENT IN THE 
FAR EAST. 


HERE is something fascinating about building colonial 
empires. It gives men a sense of power to detach, with 
a lead pencil, this sphere of influence, or delimit that hinterland, 
or take over those islands. The earth seems so small, and its 
inhabitants as grasshoppers. But the bad quarter of an hour 
comes when peoples annexed or purchased cease to be numbers, 
and become men; when they reject the alien civilization thrust 
upon them, and when punitive expeditions and mobile columns 
and every variety of petty warfare crowd into the expense 
account, leaving the empire-builders each year some millions 
indebt. Impires that grow of themselves are, at least in spots, 
less unprofitable, but these are of the English or of the Dutch 
sort, and they have trade as their motive, not the mere glory 
of governing. Perhaps it is unfair to hint in this way that the 
French colonies are, to a degree, artificial and costly attempts 
at empire, for five-sixths of the colonial domain of France is 
scarcely a generation old. And it was not incapacity for the 
work of colonization which lost France most of her possessions 
in the eighteenth century; this loss was a disastrous incident of 
the European wars of the Bourbon monarchy. Nevertheless the 
new empire has been an unnecessarily expensive affair, and none 
more bitterly criticize its management than Frenchmen whose 
duties or studies give their words a claim to attention. 

M. Pelletan, the reporter for the budget commission this year, 
declared in the Chamber of Deputies, last January, that the 
colonies cost the country twenty million dollars a year. Against 
this expense he could set only a little over four millions as 
profits on goods sold the colonies, although he might fairly have 
added something for the gains of Frenchmen who hold offices 
in the colonies or who manage the local trade. But his was 
not the first gloomy picture of the colonial situation. Two years 
ago, @ propos of a similar discussion in the Chamber, Charles 
Girardau wrote in the Revue Bleue that the budget was not 
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colonial, it was “administrative and military”; indeed, the mili- 
tary expenses were three times all the rest put together. He 
added, “Colonization does not count. Why should it count? 
The moment there are functionaries in the colonies, and one 
can make war there, is not this enough?’”? 

Where may one best study the modern Frenchman as a 
colonizer? In Tunis, or in Madagascar, or in Indo-China, or 
after all, must it be in the bureaus of the ministry of colonies? 
Tunis does not illustrate so many elements of the problem, for the 
difficulties created by distance, and in a less degree by climate, 
are absent. In Madagascar are the beginnings of a colonial 
régime, the phenomena of change from the old to the new. 
But Indo-China offers a group of experiments more compre- 
hensively instructive than the others, for control there has lasted 
long enough to result in settled administrative systems, public 
improvements, and commerce; and yet the early days are not 
so far away that their successes and failures have ceased to exert 
an influence. And, what is of interest to Americans just now, 
the mts en scéne resembles that of the Philippines. 

li the French seek to bring Indo-China within their trade 
sphere of influence, they must overcome the obstacle of distance, 
as we must if we are to profit by the Philippines. Moreover, 
Indo-China is not mere territory, containing a negligible 
quantity of inhabitants. The people, Annamites or Cam- 
bedians, have a developed civilization, with fixed customs and 
laws. But unlike the Philippine situation, outside of Sulu, 
there has been, both in Annam and in Cambodia, a monarchy, 
through which the French leaders could organize the subjection 
of the people by treaties, usually negotiated at the point of the 
bayonet. It has not been necessary to deal with the vague 
multitude and torule chaos. Still, on the whole, there is hardly 
a phase of the Philippine problem not already illustrated in the 
history of Indo-China. 

1 Revue Bleue, Dec. 11, 1897. Cp. Léon Deschampsin Les Colonies pendant la 
Revolution, Paris, 1898: pp. 1 seq., in which he shows by way of contrast the 
economic importance of the French colonies in 1789. The exchanges beween 
France and her colonies then amounted to forty per cent. of her total com- 


merce, while in 1897, after a partial revival of the colonial pact by the tariff of 
1892, these exchanges formed only ten per cent. 
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Although in the sum of French possessions Indo-China is 
almost an empire, like British India, and is ruled by a governor- 
general, it is not a unity, either in race, or in institutions, or in 
the development of the French administration. Tonkin and 
Cochin-China, the deltas of the Red River and of the Mekong, 
are connected by the long and narrow Annam, of which the 
inhabited portion is crowded between the mountains and the 
sea, so that the group resembles, as the Annamites themselves 
say, a long pole with a bag of rice on each end. These three 
territories were united in the first years of the century under the 
rule of the Emperor Gia Long, and are inhabited chiefly by 
Annamites. Their social order is the same, and it has been 
little disturbed by the partition of the empire since the coming 
of the French. It is essentially democratic, with self-govern- 
ing communes as its basis. 

This Annamite commune is important, because it is the unit 
of administration and the responsible agent of the government 
for the collection of taxes, the raising of troops, and the execu- 
tion of the law. It offers the unvarying framework of society 
for each advance of the population into unoccupied districts. 
Its honors and duties belong to the notables, who are inscribed 
on the tax roles. The higher notables form the communal 
council, and elect one of their number mayor. As soon as their 
choice is accepted by the government the mayor represents the 
commune in all questions raised by the central administration; 
he carries out the laws, is chief of police, and guardian of the 
tax rolls. 

Cambodia also belongs to Indo-China, and lies on the 
Mekong, above Cochin-China. It is the feeble remainder of 
an ancient kingdom, and yet its people affect to despise the 
encroaching Annamites, claiming their own origin in an earlier, 
perhaps an Aryan, emigration. Their social organization also 
differs from that of Annam. When the French protectorate 
began they did not have the commune. Instead of a lettered 
aristocracy reaching the higher official positions nominally 

'E. Luro, Ze pays d’Annam, Paris, 1878. A résumé of Luro’s treatment will 


be found in E, Petit, Organisation des colonies frangaises : Paris, 1894 ; Vol. I, pp. 
313-315, and in J, L. de Lanessan, Expansion Coloniale de la France; Paris, 1886; 


PP. 529-541. 
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through severe competitive examinations, they had a semi- 
feudal nobility. And administrative affairs were centralized 
instead of being left to local authorities. 

The problem of government which the French must solve in 
all this region has been determined quite as much by the way 
they came into their power as by the structure of the society 
they found. The story, which goes back to days before the 
Revolution, can be given only in its bare outlines. Three times 
they were prevented by a crisis in Europe from establishing 
themselves. In 1787 a treaty was actually signed at Versailles, 
with the son of Gia Long, which offered the port of Tourane in 
full property for assistance in driving from the throne a success- 
ful usurper. Pigneaux de Béhaine, a missionary bishop, who 
negotiated the arrangement, hoped it would lead to the restora- 
tion of French prestige in the East, compromised by the 
disasters in India. In a memorandum which he addressed to 
the ministry, he argued that such a possession would enable 
France to gain so large a share of the China trade that the 
profits of the English would be greatly diminished, and that 
“from this as a base it would be easy to prevent them from 
extending their empire to the East.”! The failure of the 
governor of Pondicherri to further the plans of the ministry 
injured the success of the scheme, and finally the Revolution 
made such distant action impossible. 

Again in March, 1847, two ships arrived at Tourane, sent by 
Louis Philippe, to stop the persecution of the missionaries, and 
to demand guarantees for the security of other Frenchmen. An 
outbreak followed, and the French destroyed the native fleet. 
But the fall of the Orleanist monarchy early the next year gave 
no time to take advantage of this incident. Once more in 
1858-9, when the expedition under Rigault de Genouilly had 
seized Tourane and Saigon, Napoleon’s Italian campaign inter- 
vened, and Tourane was abandoned, though Saigon was success- 
fully defended against heavy attacks. 

At last, when the Italian business was done, a new expedition 
compelled the Emperor Tu-Duc to sign the treaty of Saigon, 
June 5, 1862, by which he ceded three of the six provinces 


1C. B. Norman, Colontal France, London, 1886, p. 115. 
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which now form Cochin-China. The other three were seized in 
1867, because the Annamite government used them to foment 








revolts against French rule. i 
Soon after the French were established at Saigon Admiral : 
de la Grandiére discovered that the control of Cambodia was ; 
vital to the success of the enterprise. By the treaty of August j 
11, 1863, with King Norodom, the suzerainty of Siam was ’ 
exchanged for the protectorate of France. 
It was the trade with southern China, particularly with i 
Yunnan, which led to the next assault on the integrity of the ; 
Annamite power. M. Dupuis, a French merchant, attempted ; 
in 1873 to use the Red River as a route through Tonkin to the F 
Chinese border, over which he might despatch arms and supplies : 
to Chinese officers engaged in fighting certain Moslem rebels. 
The Annamites complained at Saigon of his violent measures, 
and Francis Garnier, a brilliant officer, was sent to arrange the 
matter amicably, if possible, but at all events to keep the river 
open, and to obtain favors for trade. As might have been i 


expected this mission only aggravated the quarrel, and Garnier, 
provoked by ill-advised resistance, sezied Hanoi and several 
other important posts in the Delta. His swift success trans- 
formed him into a Pizarro in the eyes of his compatriots. He 
began at once to organize the conquest, but soon perished in 
battle with the armed bands which infested the country. 

The Versailles government was not ready for so aggressive 
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a policy, and ordered the negotiations which resulted in the 
treaty of 1874. This abandoned Tonkin, and, instead, estab- 
lished an ineffective protectorate over Annam as a whole. It 
gave the French a few trade privileges, and provided that the 
Red River be opened to commerce. 

The sudden retreat of the conquerors exposed the partisans of 
Garnier to the vengeance of the Annamites, and it is said 
20,000 were massacred and 300 villages burned.’ Tu-Duc 
inferred that if the French were persistently harassed they 
would withdraw altogether. And so it resulted that the treaty 
of 1874, giving a false impression of what they were likely to do, 
has filled the path of conquest with difficulties which a less 
shifting policy would never have invited. 

'Lanessan, Lucpansion Coloniale, p. $27. 
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Several years later Tu-Duc, in defiance of the treaty, recog- 
nized the Chinese emperor as his suzerain, by sending an 
embassy bearing tribute, the traditional symbol of vassalage. 
In 1882 the struggle was renewed in Tonkin, and China became 
speedily involved. It was during this fighting that the famous 
retreat from Langson dragged down Jules Ferry and _ his 
ministry. Meantime a new treaty had been made at Hué, June 
6, 1884, which, with some modifications, has formed the basis 
of French power in Tonkin-Annam ever since. 

The negotiators of the treaty were greatly influenced by the 
notion that Annamite misgovernment in Tonkin had made the 
name of Annam so hated that it was feasible to bring Tonkin 
almost directly under French rule.t. And so the connection 
with the court of the emperor was practically severed, and the 
native provincial authorities placed under the control of French 
residents and assistant-residents. The protectorate in its older 
form still continued in Annam, except that the customs service 
passed into the hands of the French, and a French resident- 
general was permitted to live, with his escort, within the citadel 
at Hué. 

But even these radical measures did not bring peace to 
Tonkin, and until peace returned nothing could be done to 
develop the country’s resources. In fact not even any roads 
were built, except in the outskirts of the towns, and there chiefly 
to furnish an exercise ground for the officials. Until 1891 the 
military expenses were the principal item in the account. In 
1887 they amounted to fifty million francs out of a total of 
sixty-two; in 1889 they were thirty-seven million out of forty- 
nine; and in 1891, twenty-two out of thirty-nine. So bad 
was the state of affairs that when Governor-General Lanessan 
visited Hanoi in 1891 he could see from his windows smoke 
rising from burning villages just across the Red River.* 

Nor was the condition of Cambodia much better. For many 
years after the treaty of 1863, the protectorate had remained 
merely nominal. If the terms of the treaty were closely adhered 
to the French resident could not legally interfere in the internal 

1Cp. Lanessan, Principes de Colonisation, Paris, 1897, p. 112. 


2 Lanessan, Principes, 121. 
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administration of the country. And the men who successively 
occupied the position failed to gain ascendancy enough in the 
court of King Norodom to compensate for the legal weakness 
of their situation. Lanessan rather savagely regards such a 
failure as characteristic of French colonial officers everywhere. 
They do not make the least effort, he says, “to work for the 
increase of the native authority and at the same time, to pene- 
trate it by our influence.””! 

When the resident, to strengthen his position, tried to take a 
seat in the council of ministers, the king resisted stubbornly, 
but all the while he was covertly using the guarantee his throne 
received from the protectorate to render himself absolute. His 
court became more luxurious, and since his revenue did not 
increase, his officers, the mandarins, were not paid, and were 
forced to pillage the people. Roads and bridges, no longer 
repaired, soon almost disappeared. 

From this desperate situation M. Thomson, the governor of 
Cochin-China, attempted to rescue the country by the treaty of 
June 17, 1884, negotiated under the guns of French ships. The 
remedy was too drastic; it attempted to revolutionize Cambodian 
society from top to bottom. Furthermore it was justly believed 
to be an ill-concealed device for annexing Cambodia to Cochin- 
China, dictated by officials eager to extend their jurisdiction. 

It is not astonishing that Cambodia, from king to peasant, 
was profoundly stirred by such an attack upon traditional privi- 
leges and national susceptibilities. Insurgent bands appeared 
everywhere. The peaceful inhabitants, impartially afraid of the 
insurgents and of the French, tled to the forests. In less than 
two years the country looked like a desert. Finally the resident 
was authorized to inform King Norodom that the treaty might 
be considered a dead letter, though it was not to be abrogated. 

Possibly the resistance of the Cambodians would not have 
been so obstinate had not the French government by its 
hesitancy showed that it was not sure of its policy. Though 
the treaty was made in the spring of 1884, the law approving 


‘id., p. 95. Lanessan adds: ‘‘ce qui, cependant, est la seule maniére de 
mettre d’accord les interéts du colonisateur et du colonisé du protecteur et du 
protegé et de créer un état de choses durable et pacifiques.” 


ee ee 





De ah Ge IO a, 


Sit Ratan ws 


Van I Tet et 








sla ABD ais ih tel 


i Ta ae 


—————E 
Pr a 





1899 | A French Colonial Experiment. 15 


it was not passed until July 17, 1885, and the decree providing 
for its promulgation was not issued until January 9, 1886. 
Furthermore, it was only in 1891, when Lanessan came out as 
governor-general, that the treaty was thoroughly put in force. 
~ So much, at least, of the history of Indo-China must be told 
in order intelligently to explain the measures by which France 
has sought to administer this group of possessions. But the 
period of conquest saw the very machinery in Paris devised to 
control such portions of the national domain radically recon- 
structed. 

Americans are naturally surprised to discover that the French 
executive is entrusted not only with the administration of 
colonial affairs, but also with the legislation which devises the 
mechanism of government in the colonies, and which regulates 
all the details of the colonial régime. So extensive a grant of 
power is rather anomalous even in a country accustomed to 
government by decrees. It came about in this way. The 
Constitution of 1852 delegated to the Senate the organization 
of the colonies. Accordingly in 1854 Martinique, Guadeloupe, 
and Reunion were provided for by senatus consultum. The 
other colonies were left for a subsequent act, and meanwhile 
the Emperor was empowered to legislate for them by decrees. 
As the expected senatus consultum never came, the prerogative 
remained in his hands until his overthrow. It was then held to 
pass provisionally to the new executive, where it still remains, 
because the constitutional laws of 1875 did not touch this field 
of legislation. In certain cases the President can issue his 
decrees merely upon the report of the minister charged with the 
management of the colonies, and at most he is obliged to con- 
sult the Council of State.!. But if the Chambers legislate upon 
any matters concerning the colonies the President cannot tra- 
verse this legislation by subsequent decrees. 

Such a system has much to commend it for the effective 
control of distant possessions. Many a fine enterprise has been 
ruined in a crisis by the sort of hesitancy and dilatoriness which 
may be looked for in a deliberative assembly. But while 


1 See further Petit I, 108, and Arthur Girault, Principes de Colonisation et de 
Vexpansion colontale, Paris, 1895, pp. 328 seq. 
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promptness is made possible, there is little danger of irresponsible 
action, for the minister must countersign each act of the Presi- 
dent, and he does this knowing that if he blunders intolerably 
he will bring defeat upon his colleagues in the cabinet. There 
is also less likelihood that policies will be constantly changed, 
since the minister, though a party leader in the Chambers, is 
surrounded in his administrative bureaus by a permanent corps 
of officials, familiar with what has been previously attempted. 
Such a system may be as effective as military rule, and yet be 
free from the characteristic evils of barrack-room government. 

The disadvantages are also apparent. There is a difference 
between proper deliberation and dilatoriness, and if dilatoriness 
is dangerous in imperial administration, deliberateness is neces- 
sary in laying the foundations of new societies, or in adjusting 
some new régime to an old one. Moreover the colonizer 
occasionally finds in the dangers which beset a governing 
minority among a hostile population an impulse to tyrannical 
forms of rule. And the moral consciousness of the home 
community, uttered in debate, is a useful safeguard to keep the 
empire-builders from becoming odious. 

The interests of Indo-China have suffered less from govern- 
ment by decrees than by the shifting about of the colonial 
portfolio among various departments until 1894, when the 
present ministry of colonies was created. When Cochin-China 
was first seized, colonial administration was attached to the 
ministry of the marine, and the early administrators were 
admirals. This was a survival from a period when the colonies 
were considered chiefly as bases for naval operations. With 
the appointment of the Gambetta ministry, November 14, 1881, 
the connection with the marine was temporarily severed, and an 
undersecretary in the Department of Commerce took over the 
colonies. The haste with which the new administrative 
machinery was planned wrecked this project, and in February, 
1882, the colonies were returned to the marine, where they 
remained until 1889. In March of that year they were assigned 
to the ministry of commerce and industry, to be managed by an 
undersecretary, who was ordinarily to sit in the ministerial 
council, and who was himself a minister, except that he was not 
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constitutionally responsible for his acts and could not be ques- 
tioned by the Chambers like other ministers. He was in reality 
laying the foundations of the ministry later recognized by law. 
If the dates of these and similar changes in the structure of the 
colonial administration be compared with the progress of events 
in Tonkin, Annam, and Cambodia, the failures of the years 
between 1882 and 1892 are not surprising. On the contrary 
it would be remarkable if such a régime had not been hesitant, 
unstable, and often ill-advised. 

As French rule in Indo-China was extended, and its character 
changed, the local machinery of control was necessarily recon- 
structed on a more elaborate scale. In 1879 Cochin-China 
passed from the hands of the admirals to a civil régime. Le Myre 
de Villers was the first governor. His jurisdiction covered also 
the protectorate of Cambodia. And upon the renewal of the 
trouble in Tonkin, in 1882, it was he who sent Commander 
Riviere to protect French interests. But as soon as the war 
was ended the new protectorate was administered separately, as 
has already been explained, by a resident-general, living in Hué, 
and responsible to the minister of foreign affairs. After three 
years experience with the plan of divided responsibility, all Indo- 
China was united by decree, October 17, 1887, and all residential 
officers subordinated to a governor-general. This union 
revealed the tendency gradually to subject the whole territory 
to a single administrative system. Such a course must find its 

1 Detailed statement of changes in colonial administration at Paris. The 


colonies were: 
From Nov. 14, 1881, in charge of an undersecretary, ministry of commerce. 


‘* Feb. 5, 1882, "9 “ - " ‘* marine. 
‘* Aug. 9, 1882, ‘“* directors, “ 
‘© Sept. 22, 1883, ‘* undersecretaries, . 
Nov. 10, 1885, 3 ‘* directors, es Aa 
‘© Jan. 15, 1886, a ‘* undersecretaries, “ e ” 
‘* Mar. 14, 1889, ; . = ‘* commerce. 
‘* Mar. 19, 1889, sg ‘* an undersecretary, ‘ ax - 
Mar. 8, 1892, " ae ” <4 ‘* marine. 
‘Jan. 11, 1893, 4 at es is ‘* commerce, 
‘* Mar. 20, 1894, ‘* minister, oe ‘** colonies. 


Several of these changes seem hardly more than changes in terminology, and 
yet taken all together they are significant. It should also be noted that Tonkin- 
Annam was from 1884 to 1887 attached to the ministry of foreign affairs. 
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limits, however, unless the Annamite monarchy is to be 
destroyed, and the racial and social distinctions between Cam- 
bodia and the three parts of the old empire of Gia Long are to 
be ignored in the face of the dangers which past experience 
has shown to attend extreme measures. 

The decree of October 17, which created the union, was sup- 
plemented by another, three days later, which hindered its 
effectiveness by making the appointment of the governor- 
general and the higher officers of the protectorates dependent 
upon the joint recommendation of two ministers, the minister 
of foreign atfairs and the minister of marine. Furthermore no 
military operation could be begun without the consent of the 
minister of foreign affairs, and to him were to be addressed 
copies of the regular reports required from Indo-China. 

To what extent this system of dual control was practically 
injurious it is not possible to say. At all events the disorders 
that afflicted Tonkin, and the unsettled condition of Cambodia, 
were not remedied. After four years more it was decided to 
try the radical expedient of placing in the hands of the gover- 
nor-general the most ample powers. In the language of the 
decree itself, issued April 21, 1891, he was made “the depositary 
of the powers of the Republic in French Indo-China.”* He 
now stood forth the rival of the governor-general of British 
India, and of the governor-general of the Dutch East Indies. 

To define his powers more in detail—the military and naval 
forces were subject to his orders; all civil officers were his 
subordinates; their appointment was dependent upon his 
recommendation or, in case of minor positions, was his sole 
prerogative; and the higher officers, residents, directors, magis- 
trates, etc., could also be suspended by him. Moreover he was 
to be the sole medium of communication with the home govern- 
ment. Evidently it was the intention of the decree to prevent 
conflicts of authority, and to give petty jealousies no route back 
to Paris. But at least one bypath was soon discovered, and the 
first governor-general felt that his credit at home was being 

' Petit I, 242 seq. Cp. Lanessan, Princifes, 242 seq., which is particularly 


interesting because Lanessan was the first governor-general sent out under the 
new decree. His book is largely made up of reminiscences and comments, 
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industriously mined. Every year the commander of the troops 
was ordered to send a report of the inspections directly to the 
minister of the marine. This document, not passing through 
the hands of the governor-general, offered the protection of its 
seal to all sorts of statements, in one case at least directed 
definitely against the governor-general. But the new plan has 
worked well on the whole, and Indo-China’s history has been 
less checkered since 1891. The natives were no longer obliged 
to serve two jealous masters, the civil and military authorities. 

It is unnecessary to describe the elaborate administrative 
machinery put under the control of the governor-general. Mere 
mechanism is not significant, unless a particular device in 
governmental machinery is chosen as the best instrument for 
carrying into effect some policy. It is sufficient to note that the 
hierarchy consisted of a leutenant-governor in Cochin-China, 
résident-supérieurs placed at the head of affairs in Cambodia, 
Tonkin and Annam, with residents and vice-residents subor- 
dinate to them. The duties of these officials varied according 
to the character of French rule in each part of Indo-China. For 
example, in Tonkin many of the mandarins, who served the 
Annamite government, intrigued persistently against French 
influence, and were removed. Their successors were thoroughly 
under French control. 

Although the powers of the governor-general have been 
diminished since 1891, seriously, according to Lanessan, the 
system of single control still remains. But its effectiveness has 
been impaired by a misuse of the appointing power reserved to 
the ministry. 

To give Indo-China administrative autonomy was one of the 
aims of the decree of 1891. In this way alone could the 
dependency be guarded against the worst effects of the spoils 
system. When Lanessan reached Indo-China he found com- 
plaints that inexperienced men had been put into important 
places over the heads of others who had served the government 
faithfully, and had acquired a just claim to promotion. Certain 
officers boasted “that they had gained all their grades in Paris, 
and rallied their colleagues, who were without influence.” 


1 Lanessan, Principfes, p. 242. There is a prevailing tone of bitterness in his 
criticisms, perhaps due to his sudden recall in 1894. 
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lLanessan even says, “It was not rare that an officer, dismissed 
for disobedience, wrong-doing, or incapacity, returned with his 
rank raised.” 

This was not the only chronic evil that afflicted the adminis- 
tration. The French have carried the principle of organization 
into many branches of the colonial service, artd have given to 
each its hierarchy of positions, which the ambitious young man 
may aspire to reach grade by grade. This may be correct in 
theory, but it would imply an empire homogeneous in race, 
customs, and language. And yet just such differences were 
often ignored up to 1891, and even later. After a man had 
served in the Antilles he might be sent to Réunion or Madagas- 
car. Of course he would not know a word of the language, 
and trained to meet one set of conditions, he would be con- 
fronted with another totally different. But if such transfers 
were not made there would be no officialdom, and many French- 
men would not be happy. M. Girardeau says that some years 
ago at Réunion he met a young official who had just been 
admitted to medical practice in the West Indies, but who was 
now on his way toa post in Senegal, with his traveling expenses 
paid by the government. He was apparently not so valuable 
that it was necessary to send him here and there at public 
expense; indeed, his salary was only $600. M. Girardeau 
remarks that such a system, besides costing the colonies heavily 
in charges for traveling, is ruinous to good administration, since 
‘these nomads are perpetually compelled to begin their appren- 
ticeship anew each time they arrive in a new colony.” 

The decree of 1891 protected Indo-China against most of 
these disorders. Administrators and residents were largely 
recruited in the dependency itself, and were not in danger of 
seeing their well-earned promotions snatched from them by 
political deals in Paris. 

A certain number of the candidates were to be furnished by 
the Ecole Coloniale at Paris. These men had been trained for 
the work they were to do, but they were without practical 


experience. While Lanessan was governor-general, and doubt- 


less since that time, these men upon their arrival in the colony 
were expected to serve an apprenticeship of at least eighteen 
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months, with some résident-supérieur or some provincial admin- 
istrator, and at a place where they would find facilities for 
technical instruction in the elements of their craft. 

But the condition of the magistracy was not bettered by the 
decree. It was still possible to bring them from the ends of the 
earth and set them down in Cochin-China,! regardless of the 
injury done to the administration of justice by intrusting it to 
men who, though well-meaning, were unacquainted with the 
language, customs, and legal traditions in the local courts. 
Such a magistrate was at the mercy of an interpreter. About 
him might gather a body of attorneys, rabatteurs, who found it 
to their own interest to multiply legal controversies, even 
among a people inclined to carry everything to the courts. 
Under the old system of free administration of justice this 
fashion was harmless, but with the new French courts it was 
a means of ruining the natives who resorted to them. 

There was another danger. The magistrates who had been 
long in the country, seeing that the higher positions were to 
be gained by favor, and not earned by fidelity in the service, 
became discouraged, and left the country. Occasionally a 
judge who had served well in Cochin-China was promoted to a 
position elsewhere at the time when his labors were becoming 
most valuable. 

Added to these defects in the system of appointment was the 
equally great evil of the multiplication of places. Ten years 
ago the office-holders formed a large part of the whole French 
population of Cochin-China. The undersecretary of state in 
charge of the colonies declared in 1891 that the total appropria- 
tion for public works—8o,o00 francs—was for that year spent 
in salaries. As the Colonial Council of Cochin-China was 
elected by office-holders and contractors, that is, practically all 
the Frenchmen in the colony, it voted high salaries and fat 
contracts, until the home government put an end to such loot- 
ing of the treasury for the benefit of a few hundred individuals 
by applying the surplus to the needs of the other Indo-Chinese 
possessions.” 


1 Lanessan, Principes, 246. 


* Leroy-Beaulieu, Colonisation chez les peoples modermes, p. 561. 
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One of the most interesting phases of any colonial experi- 
ment is the attempt to adjust the machinery of control to the 
existing institutions. In very few instances would it be safe or 
Wise to substitute a new administrative system for one which 
is intrenched behind the customs of years, or perhaps of genera- 
tions. The French have had too much experience in the art of 
colonization to make such a blunder in its baldest form, but 
certain efforts of theirs have showed a tendency in this direction. 

According to the treaty! of 1884 with Annam, the residents 
and their subordinates were not to interfere with the details of 
provineial administration in Tonkin, although upon their 
demand the native officials could be dismissed. And within the 
limits of Annam itself, the officers of the Annamite government 
were to carry on their administration undisturbed. The cus- 
toms service was reserved for French management, with the 
truly omnibus addition of “en général, les services qui exigent 
une direction unique ou Vemploi d’ingénieurs ou d'agents 
européens.” The resident-general was to reside within the 
citadel at Hlué, and was to control the foreign relations of the 
empire, as his principal duty. 

This was the aim of the treaty, but it was carried out in 
a spirit suggested by the continued disturbances, both in Tonkin 
and in A\nnam. 

In Tonkin the French feared the influence of the mandarins. 
Moreover, these men exposed themselves to attack because of 
their extortions before the beginning of the French régime. 
Consequently the residents worked to diminish their power. 
This in a measure disorganized the administration, and rendered 
the work of control more burdensome. Such a policy was 
really unnecessary, for the mandarins were intelligent enough to 
discover that France had come to stay, and if they had been 
handled carefully, so that they might “save their face’’ before 
the multitude, little trouble need have been feared from them. 

In Annam the treaty was not respected even to this degree. 
Everywhere the Annamite officers found themselves under the 
orders of either the residents or of the soldiers, often of both. 
The mandarins grew desperate, and a formal protest was sent to 


' For full text see Lanessan, -.xfansion coloniale, p. 543, Nn. 
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the President of France. This document declared that the least 
infraction of orders was severely punished. Furthermore if the 
mandarins consulted the residents, the army officers were angry; 
if, on the other hand, they took their orders from the officers; 
they were rebuked by the residents.' 

A still more serious blunder was embodied in the Cambodian 
treaty of 1884. This shattered the social and administrative 
fabric of the kingdom at a stroke. An attempt had been made 
to abolish slavery in 1877, but it had failed. The treaty renewed 
this attempt, destroying an important part of native property 
without compensation. It also provided that individual 
property in land should be substituted for the old system, by 
which the title of the whole vested in the king. And with a 
shrewd look into the future it comprehensively forced upon the 
king “toutes les réformes administratives, judiciaires, financiéres, 
et commerciales auxquelles le gouvernement de la République 
francaise jugera a l'avenir utile pour faciliter l’accomplissement 
de son protectorat.’? 

It is not surprising that such a treaty could not be carried out 
until after resistance had been overcome by force or until an 
object lesson had been given the king and the aristocracy, to 
show them what advantages they might gain from the arrange- 
ment. 

The opportunity came in connection with the sorest spot of 
all, the finances. When Le Myre de Villers was governor of 
Cochin-China, he had taken from the king’s control the revenue 
coming from the tariff, the taxes on alcohol, opium, etc., and 
had used them to pay the expenses of the protectorate. They 
were barely sufficient for this, because a staff had to be main- 
tained for the collection, so that 30 per cent. of the income was 
consumed in collecting it. Moreover these collectors, taken 
from the customs service of Cochin-China, and independent of 
the resident at Pnom-Penh, often played the petty tyrant, and 
compromised the reputation of the protectorate. 

These evils were incidental. But the main trouble was that 
the king found that out of a total revenue of $1,100,000 (Mexi- 

* Lanessan, Principes, p. 119. 


* A. Carpentier, Codes et lois pour la France, l'’ Algérie et les colonies: Codes et 
Traités, p. 75. 
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can) $650,000 were taken from him. To make up the loss he 
resorted to the desperate expedient of farming certain of the 
taxes left him, negotiating with Chinese traders for a lump sum. 
These Chinamen grew rich by extortion, in spite of the fact that 
they were obliged to concede douceurs, after the manner of the 
old régime in France, to the women and favorites about the 
court.! 

It was not until Lanessan came out as governor-general that 
this desperate state of affairs was remedied, and the other pro- 
visions of the treaty were enforced. He had been in Cambodia 
on a tour of inspection in 1887, and had suggested to the king 
the wisdom of consolidating the two budgets of the protec- 
torate, and of organizing a common treasury. But in the face 
of opposition from Cochin-China the scheme could not be 
carried through. When he resumed the negotiations the king 
readily consented, without formal treaty, to put into effect, 
January 1, 1892, the reforms which had been suggested. 
lLanessan then assigned on the budget a civil list larger than the 
king’s previous income. He also won the mandarins by paying 
them adequate salaries for the duties they were accustomed to 
perform. This was done without raising the tax rate, on the 
supposition that with better management the taxes would be 
more productive. In several instances the rate was actually 
lowered. Although the French were henceforth to control the 
collection of the direct taxes, as well as the customs duties, etc., 
the old collectors were not dismissed; they were simply 
reorganized so that the danger of oppression and peculation 
would be lessened. 

The results of this reform were noteworthy. Complaints 
of extortion were almost unheard. The taxes produced more 
at the low rate than at the higher rate previously fixed. The 
estimated receipts were $1,238,190, while the actual receipts 
were $1,578,130. This gave the government the opportunity 
to complete certain needed public improvements in the capital. 
The king could become reconciled to a protectorate of this sort, 
and since 1892 Cambodia has given little trouble. 

' Petit 1, 603 seq. Quoted from /ndépendance tonkinotise, 30 déc. 1892. 
> Quoted by Lanessan, Principes, 107, from Revue indochinoise illustrée, Sept 
1893. 
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The French have showed no disposition within the limits of 
the old Annamite empire to interfere with local administration, 
as this was centered in the commune. They have even made 
some attempts to set its machinery in motion in Cambodia, 
where it did not exist. 

In Cochin-China, where the French administration is most 
direct, it is still found necessary to strengthen the hands of the 
officials by giving them the power to punish the natives and 
other Asiatics by small fines or a brief imprisonment. If the 
penalty exceeds two days imprisonment or three dollars fine an 
appeal may be brought before the lieutenant-governor. But 
in order to keep the natives from forming the habit of making 
appeals, it is provided that if the appeal be not sustained the 
penalty is doubled. This disciplinary régime,’ for so the right 
of arbitrary imprisonment is called, seems, say the French, quite 
natural to the natives in their child-like condition. They have 
not heard how much trouble the French gave themselves a 
century ago to be rid of their Bastiles and lettres de cachets. 

The problem of adjusting the colonial régime to the pre- 
viously existing inst‘tutions of a newly acquired dependency 
has thus far been illustrated by several significant cases. But 
after the adjustment is made in a workable fashion, the question 
arises, what is the tendency of the new order of things? Does it 
seek merely to hold the possession in the most practical way, for 
the sake of the incidental advantages, trade, naval stations, etc., 
or does it look towards the assimilation of the Annamite and the 
Cambodian society to French ideals, political and social? Were 
Indo-China not in the tropics there might be some likelihood 
that its society would be affected positively and deeply by 
French rule. But only the most timid steps have been taken 
toward Gallicizing even Cochin-China, the oldest of the Indo- 
Chinese possessions. 

The Annamites in Cochin-China are regarded as subjects, not 
as citizens. Their function is to pay taxes and to obey French 
officers. They enjoy no political rights unless the management 
of their communes may be so regarded. The deputy who sits 


1Carpentier, Lots et decrets, p. 1382; decree of May 31, 1892, as modified by 
decree of Sept. 3, 1893. 
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in the Chamber for Cochin-China does not represent them; he 
represents merely the four thousand Frenchmen in a total popu- 
lation of over two millions. But the natives may become 
French citizens if they acquire the proper qualifications, knowl- 
edge of French, decorations for military services, and the like. 
In 1892 three eager natives so qualified were naturalized. The 
rush was greater in Annam and Tonkin, and twenty-five became 
Frenchmen. 

As in the last days of the Roman empire the Germans brought 
into southern Europe their law as a personal possession and 
privilege, and still allowed the Romans to be judged according 
to their own laws, so the Frenchman has carried into Indo- 
China his codes and liberties, his right to local self-government 
and to representation in the Chamber of Deputies, without 
thereby disturbing the social organization, customs, and laws of 
the Annamites. 

There has been one tentative step toward assimilation 
particularly interesting, and this is the Colonial Council of 
Cochin-China. In 1880, when it was created, the minister of 
the marine declared that the measure was dictated “by his con- 
stant purpose to prepare, by successive acts, the advent of the 
institutions of the metropolis among our peoples beyond the 
seas." Besides four members, two chosen by the Saigon 
Chamber of Commerce, and two by the Privy Council, there 
are twelve elected members, six elected by the Frenchmen resid- 
ing in Cochin-China, and six by a college of delegates, who are 
in turn elected by the notables of each municipality. Every 
precaution is taken lest this assembly become an embarrassment 
to the administration. The annual sessions can last only 
twenty days, unless prorogued for a further period of ten days 
by the governor-general, who may also suspend the sittings at 
any time. He, moreover, appoints the president. There can 
be no debate upon political matters, nor even a political wish 
expressed. The Council can do but four carefully defined things: 
it can issue decrees regulating private property; it can deliber- 
ate, subject to the governor-general’s approval, upon finances 


' Carpentier, Lots et decrets, p. 999; decree of May 25, 1881. 
* Quoted by Petit I, 281; cp. the decree in Carpentier, Lots et decrets, 922-4. 
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and taxation; it can express its opinion upon tariffs, octrots 
de mer, etce.; and it can send protests to the ministry in ‘France. 
It is simply a school for training in the forms of representative 
government. And, if its critics are correct, it has learned a part 
of its lesson well, and knows how to use what powers it possesses 
to enrich its constituents. 

It is wise that these steps toward assimilation are timid, for 
the attempt to force a people into the mould of a foreign civiliza- 
tion is a subtle and deadly attack upon native rights—unless, 
indeed, rights are the sole property of men of European race. 
If the Frenchman is still a foreigner in Indo-China, this testifies 
to the moderation and wisdom which the administration has 
often shown in dealing with the delicate problem of reconciling 
native institutions with effective control. Probably the little 
French communities and the larger native communities will 
long exist side by side, almost distinct social entities. 

But there are other elements in the colonial problem besides 
administrative organization and social reconstruction. There 
are taxes to be levied and a revenue to be expended. To con- 
sider the latter question first 
to be used, as Java’s formerly were, to meet the necessities of 





are the resources of a dependency 


the home government? Is it right to compel a dependency to 
pay the expenses of its own spoiling? France has had little 
opportunity to answer this question, because the budget of 
Indo-China has never balanced except when heavy charges, such 
as the military establishment, were subtracted. 

And yet a dependency may be exploited without misappro- 
priating its revenues. Nearly all the tyrannies of the old 
colonial system may steal in through tariff devices and trade 
regulations, shielded by cries of “new markets for trade,” “com- 
pensation for national sacrifices,” “a decent return for the bless- 
ings of civilization,” “greater France,” etc. Until 1887 either 
protectionist zeal had not risen to its customary heights, or 
Indo-China was too far away and its trade too insignificant, for 
few tariff restrictions were devised to crowd Indo-Chinese trade 
from its natural channels. In that year, however, the general 
tariff was applied to this as well as to most other colonial 
possessions of France, regardless of the stifling effect such a 
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tariff would have upon the young colony, and in spite of the 
protests of Frenchmen who had thrown in their lot with the new 
community as permanent settlers. It was speedily discovered 
that in some cases the rates were not high enough to give 
French produce the advantage which was desired, and that in 
other cases they inflicted needless hardship by taxing things 
which could not be furnished by France. A commission was 
appointed, and, as a result, certain concessions were made to 
local interests. DBut the question was reopened with the tariff 
revision of January I1, 1892, made effective in Indo-China 
by the decree of November 29.! 

This decree treats Indo-China as a part of France, and foreign 
goods must pay the same import duties as if admitted to France 
itself. If there be complaint against the scheme, the French- 
man may reply, as did the Spaniard to the Cuban, Indo-China 
is treated the same as Languedoc. But Indo-China is not in 
the same situation relative to the trade of France that Langue- 
doc occupies, nor does it enjoy the same political privileges, 
including the right to arrange what the tariff shall be. It is 
a subject community on the other side of the earth. It can buy 
of I'rance only at great disadvantage, amounting, at least, to 
the difference in freight charges, if the tariff forces the substitu- 
tion of French products for Chinese products, and China is the 
natural market for Annamites and Cambodians. With Orien- 
tals, however, it is no easy matter to substitute one make of 
goods for another, so that the general effect of the tariff is to 
add a particularly oppressive form of taxation to the burdens 
already existing. In fact, by insisting upon the extension of 
the general tariff to Indo-China and the other colonies France 
has returned to the eighteenth century policy of exploiting 
possessions for the benefit of the metropolis. 

It was apparently not the intention of the framers of the tariff 
of 1892 that its terms should be made rigorously applicable to 
the colonies. Provisions were inserted permitting modifica- 
tions in respect to specific products. It was supposed that 

' For the commercial régime in Indo-China see Petit II, 487 seq., Girault, 
513 seq.; Lanessan, Princifes, 187 seq.; Rougier, Precis de Legislation et 


d’économie coloniale, Paris, 1895 ; 158 seq. 
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councils in the colonies would be consulted, and, if the ministry 
did not take the initiative in the matter, these councils might 
forward demands for exceptional treatment. Jules Ferry said 
it was never the purpose to apply the general tariff without 
substantial changes made in this way, so that each possession 
might have a tariff adjusted to its own conditions.! Unfortu- 
nately the Council of State has not so interpreted the law, and 
has limited its changes to articles in which Indo-China is not 
heavily interested. 

Since France has sought to annihilate distance by tariffs, and 
to control for her profit the Indo-Chinese market, it would have 
been fair in return to open her ports to the products of Indo- 
China. But this was not done, and partly for the reason that 
these products furnished an indispensable portion of the revenue 
irom the import duties. Consequently while colonial products 
were in principle admitted free, certain exceptions were made 
which included the most important of these products. All the 
colonists could obtain was the reduction of the tariff by fifty per 
cent. 

The trade of Indo-China has also been hampered by excessive 
tonnage dues, discriminating severely against foreign shipping. 
Henry Norman says a small steamer on which he was traveling 
had to pay fees at Haiphong in Tonkin amounting to $302.40, 
while similar charges at Hong Kong were only $4.00. 
Furthermore trade is attacked in the person of the trader by 
burdening him, if he be an Asiatic, with a poll tax sometimes 
as high as $80, and by charging him still larger sums for a 
license to trade. As the Chinese are the best merchants in the 
far East, and as China is the natural and traditional market of 
the Annamites, such a policy is plainly injurious to commercial 
development of the colony, though it may be justified on politi- 
cal grounds.” 

The attempt of the French to monopolize the trade of 
Indo-China has not been a success, according to French writers 
themselves, though the statistics of exports from France to 


' Quoted by Girault, 531. 


* Petit I, 584; Girault, 302; Blondel, Ze Régime du travail et la colonisation 
fibre, Paris, 1896, pp. 138 seq. 
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Indo-China in the last year reported—1897—show a decided 
gain over 1891. Such statistics require careful analysis, because 
the supplies for the army of occupation and material for public 
improvements, which make up a large percentage of these 
exports, are no indication of healthful commercial development. 
This is evident from a glance at the trade of Tonkin in 1894. 
The imports were 11,000,000 frances, while the exports to France 
amounted to only 358,000 francs. Furthermore France con- 
trolled but one-fifth of the total commerce of Indo-China, which 
amounted to $56,000,000. 

There are other problems of colonization in Indo-China that 
deserve study,—questions of labor, public improvements, land 
legislation, religion, and education. But enough has _ been 
written to show how instructive this French enterprise should 
prove to us, who have purchased a title to the Philippine Islands. 

It is too early to forecast the results of French colonization 
in the far East, although the outlook is better than it was ten 
years ago. France has not now to construct the machinery of 
administration, nor to lay down the main lines of policy. This 
has been done. It remains for her to show that the new régime 
is leading to the healthy development of Indo-China’s resources, 
and to the better protection of the natives in their just rights 
and privileges, and that, for herself, the experiment will event- 
ually cease to be an imperial luxury. 

Henry E. Bourne. 

Western Reserve University, Cleveland, O. 
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THE TAXATION OF MORTGAGES IN CALIFORNIA, 
1849 TO 1899. 


Por fiity years, California has attempted to tax mortgages. 
For twenty years, she has used for this purpose a unique 
method which has attracted wide attention. This method, 
introduced by the adoption of the present constitution in 1879, 
has been both much admired and severely criticised. It is 
probable, however, that whatever its merits or demerits, it will 
soon become a thing of the past. It has been found that the 
most characteristic part of the law can be evaded legally and 
the practices by which this evasion is accomplished are being 
rapidly extended over all parts of the State. Thus without any 
violent change, without a constitutional amendment, and 
almost without attracting public attention, this famous “‘experi- 
ment” in taxation is to be abandoned. In view of this impend- 
ing change, the present may not be an inappropriate occasion 
for reviewing California’s experience during half a century with 
the taxation of mortgages. 

The mortgage tax of California was never a separate or 
special tax, but is a part of the general property tax. Theoret- 
ically, once each year all property in the State becomes subject 
to a lien for taxes, and the owner of the property is required 
to remove that lien if he desires to continue in the enjoyment 
of his rights. Except so far as mortgages are concerned, the 
California tax law is fairly logical and consistent, and prescribes 
what is admitted to be a model form of the general property 
tax. But, in any attempt to tax all property, mortgages pre- 
sent a difficulty. “Choses in action” have long been recognized 
by the law as property. When transferred from one person 
to another, they appear to have a present value. There is no 
doubt that they have a future value. But whether they are 
property which should be taxed, and whether their value, if 
they are treated as the property of the creditor, represents a 
diminution in the value of the property of the debtor, are 
questions that have continually puzzled law-makers and courts. 
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California has experimented with several answers to these 
questions. 

During the first part of the fifty years of the State’s existence 
the legislature of California assumed that the logic of the 
general property tax demanded the assessment of the security 
to its owner at its full value, without any diminution for the 
mortgage, and the taxation of the mortgage as well. But in 
1879 it was decided to treat a mortgage as an interest in the 
property affected thereby. The creditor was to pay the tax 
on the mortgage, and the debtor was to be taxed on the 
difference between the value of the property and the value of 
the mortgage. Thus, if there is a piece of land worth $10,000 
and subject to a mortgage of $4,000 the owner would be 
assessed for $6,000, and the mortgagee for $4,000. <A very 
similar system exists in Massachusetts. But there the law 
allows the two parties to enter into any agreement they choose 
as to who shall pay the taxes;'! while in California the law 
sought to prevent any transfer of the tax on the mortgage to 
the debtor. For some years this provision was generally 
observed, but of late it has been more and more evaded. Most 
of the devices by which this evasion is accomplished were 
supposed for a while to lie without the pale of the law, but 
recently, the Supreme Court has sanctioned them and, hence- 
forth, they will probably be employed more generally. It is 
the purpose of this article to review the whole history of 
mortgage taxation, and all of these changes will be set forth 


in their proper order. 


I. The History of Mortgage Taxation, 1849 to 1870. The 
constitution of 1849 contained only the two general provisions: 
(1) “Taxation shall be equal and uniform throughout the 
State”; and (2) “All property in the State shall be taxed in 
proportion to its value, to be ascertained as directed by law.” 
(Art. XI, Sec. 13.) Until after 1863, the legislature met every 
vear, and during the first five years enacted a general revenue 
law at each session. Between 1849 and 1862 (when the 
constitution was amended, making the sessions of the legisla- 


' See Report of Massachusetts Tax Commtssion, 1897, pp. 7 and 36. 
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ture biennial) there were no less than eight general revenue 
laws passed, together with a large number of special laws 
applicable to different counties. The provisions of these early 
revenue laws vary much from year to year, and such was the 
general confusion created that it is not possible to determine 
absolutely what the practice was intended to be in regard to 
mortgages. The first act' defined as part of the taxable 
property “all moneys at interest owing to the person to be 
taxed, more than they pay interest for, and other debts owing 
to them from solvent persons more than they are indebted 
ior.”* In the case of mortgaged real estate the mortgagor was 
to be regarded as the owner.* Under these provisions the 
attempt seems to have been made to tax the mortgagee for the 
money at interest, and it does not appear that any deduction 
was to be allowed to the mortgagor in consideration of the 
debt. The early records are singularly silent on this point, 
but I have been able to ascertain that the effort was made, at 
least in some parts of the State, to tax money loaned on 
mortgages, both in 1850 and in 1851. 

For a single year, under an act passed in 1852, a system 
prevailed which was similar to that introduced by the constitu- 
tion in 1879. Section 13 of the revenue law of 1852 reads as 
follows: ‘“‘When real or personal property is under mortgage, 
or in any manner pledged, it shall, for the purposes of taxation, 
be deemed the property of the party having possession thereof, 
except in the case of a mortgage of real estate, when the 


‘mortgagor is in possession, in which case the mortgagor shall 


pay the tax on the value of the property over and above the 
amount for which it is mortgaged, and the mortgagee shall pay 
the tax on the money due, or to become due, on the mortgage.’”* 
This was in force one year, and in 1853 it was enacted that: 
“In the case of a mortgage of real estate the mortgagor shall 
pay the taxes on the value of the property.”*® 

From that time on the theory of the law settled down to the 
taxation of the real estate to the mortgagor at its full value and 


1 March 30, 1850. 2 Statutes of 1850, Act of March 30, Sec. 4, p. 135. 


3 Ibid., Sec. 17, p. 136. 4 Statutes of 1852, p. 20. ° Statutes of 1853, p. 253. 
3 
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“of all money at interest, secured by mortgage or otherwise’! 
to the lender. This was clearly decided to be the law in the 
case of Falkner, Bell & Co. vs. Hunt,? in 1860. Nevertheless 
there was much discussion as to the justice of this procedure. 
It was argued that to tax both the land and the money secured 
by a mortgage upon it was double taxation, and that, as such, 
it contravened the provision of the constitution which directed 
that all taxation should be uniform and in proportion to value. 
The discussion was finally transferred to the Supreme Court 
in 1867 in the important case of People vs. McCreery.* This 
is the first of a long series of cases which occupied the attention 
of the courts for nearly ten vears. From it we get the best 
information concerning the early law in regard to the taxation 
of mortgages in California. That the court felt the confusion 
in the law, to which reference has already been made, is clear 
from the following passage. “An examination of the multi- 
tudinous Revenue Acts applicable to San Francisco—a part 
general and a part special, with provisions incongruous, con- 
flicting, and sometimes absurd—is not so attended with pleasure 
that it will be unnecessarily undertaken. The result of our 
exploration is far from being satisfactory, for we are not sure 
that we are able to discover the particular provision applicable 
to any particular point in controversy.”* In another place 
the court said: “It has been found necessary to devise almost 
as many different revenue systems as there are counties in the 
State, and frequently they will suffice for only one year.”” Yet 
in spite of the confusion the court decided, among other things, 
that a solvent debt secured by a mortgage was property within 
the meaning of the constitutional provision in respect to 
taxation, and as such was subject to taxation as the property 
of the mortgagee, and that the lender could not complain of 
double taxation; although at the same time it was suggested. 
obiter, that possibly the borrower might have ground for such 
a complaint. 

1 Phraseology of the revenue law of 1857, Sec. 5, Statutes of 1857, p. 328. 


The same phrase is in the Law of 1860, Sec. 14, Statutes of 1860, p. 370; also of 
1861, Sec. 5, Statutes of 1860, p. 421. 


? 16 Cal., 167. 8 34 Cal., 432. 434 Cal., 438. 5 44 Cal., 446. 
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The immediate effect of this decision was the passage by the 
next legislature, in the session of 1869-70, of an act which 
decreed that: “No mortgage or lien given and held upon real 
estate, or the debt thereby secured, or promissory notes secured 
by mortgage, shall be assessed upon the books of any assessor, 
State, County or otherwise.’ This is regarded as so import- 
ant that it was enacted twice over. At the time this law 
was passed there were mortgages to the amount of about 
$20,000,000 on the assessment roll, and in 1871 the roll 
decreased by about that amount. At this time it was the 
universal custom to insert in the mortgage a stipulation by 
which the mortgagor was required to pay any taxes which 
might be assessed upon the mortgage or the debt secured 
thereby. Furthermore, the borrower was frequently required 
to deposit with the lender a sum of money sufficient to cover 
any taxes on the money loaned. If the borrower paid such 
taxes himself, as was frequently the case, or if no taxes were 
assessed upon the loan, the deposit would be refunded, or the 
amount thereof credited on the mortgage. When the legisla- 
ture repealed the mortgage tax it was further enacted that: 
“All moneys of borrowers left with any savings loan society, 
corporation, firm or individual, as security for or indemnity 
against, the tax upon any mortgage or the debt secured thereby, 
shall be refunded to the person or persons owning the same 
within six months after the passage of this act.”* From this 
practice, which can be traced back to 1857, it is clear that the 
incidence of the mortgage tax under the earlier system was on 
the borrower; and as he was also taxed on the full value of 
his property without any deduction for the amount of the debt, 
it is clear that he had good reason to complain of double 
taxation. The rates of interest in California during this period 
were very high. One and one-half or two per cent. a month 
was the prevailing rate on mortgages, while the savings banks 
were able to pay their depositors one per cent. a month as 
late as 1866. The rates of taxation were also very high, 

' Statutes of 1869-70, p. 710. Declared unconstitutional in People v. Eddy, 
43 Cal., 331 (1872), but had by that time been repealed. 


? Act approved April 4, 1870. Statutes 1869-70, 710. 
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especially between 1860 and 1870, the State rate alone reach- 
ing $1.25 per $100 of assessed valuation in 1864. The way of 
the debtor was hard indeed. 


I]. History and Litigation, 1870 to 1879. The relief granted 
to the debtor by the act of 1870 was not destined to endure 
very long. During the session of 1871-72 the legislature 
adopted the codes, and repealed all the previous statutes. The 
political code contained an entire new revenue law. “Personal 
property” was defined here as “everything which is the subject 
of ownership, not included within the meaning of the term 
‘real estate’ or ‘improvements.’”! | Hence money loaned at 
interest, whether secured by a mortgage or not, was again 
taxable. No further change was made in the statutes in 
regard to the taxation of mortgages until after the adoption of 
the constitution in 1879. 

The new code was strenuously enforced. Its provisions 
were comparatively clear and simple, and the officers (the 
assessors) were vigorously aided in their efforts by the State 
board of equalization which had been established in 1870, and 
whose powers were enlarged by the code. The results were 
marvelous. The total assessment increased by 140 per cent., 
the largest increase in any previous year having been but 10 
per cent. The assessment of personal property increased 
from $86,000,000 to $220,000,000, an increase of 155 per cent. 
About $100,000,000 of the increase in personal property con- 
sisted of money and solvent credits, including mortgages. In 
San Francisco alone over $35,000,000 worth of mortgages were 
placed on the rolls. 

This sudden change was not accepted meekly by the tax- 
payers. The banks especially protested vigorously. In San 
Francisco the Board of Supervisors, acting as a county board 
of equalization, cancelled all assessments of mortgages on the 
ground that such a tax was “onerous and oppressive.” The 
matter was again transferred to the courts, where it was argued 
at great length in a series of cases which finally resulted in 
favor of the banks. At last, the discussion became so general 

1 Pol, Code, Part III, Title IX, Chapter II, Sec. 3617, Fourth. 
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that the desire to amend the constitution on this point was 
counted as one of the important considerations in the calling 
of the convention to frame a new constitution. 

The different cases decided under the constitution of 1849, 
upon various attempts to enforce the taxation of both the 
mortgages and the real estate by which they were secured, 
show a most interesting development of judicial opinion. The 
marked change which gradually sweeps over the mind of the 
court is all the more striking as it was in no sense due to a 
change in the personal membership of the court. Some of the 
members who participated in the first decision, in 1867, also 
participated in, and concurred in, the last decision, in 1876, 
which was exactly the reverse of the first. The cases were 
argued by some of the ablest lawyers in the State; they turned 
almost entirely on general principles, and probably constitute 
the most complete discussion that has ever been held, from 
a legal point of view, of the question of double taxation of 
mortgaged property. 

In the case of the People vs. McCreery,’ to which reference 
has already been made, the action was brought to enforce the 
collection, from a lender, of a tax levied on the debt secured 
by a mortgage. One of the defenses was that the land covered 
by the mortgage was also taxed, and hence the payment of this 
tax would constitute double taxation. But the court held that 
even if this wefe a case of double taxation, the mortgagor, not 
the mortgagee, was the sufferer and that the property of the 
latter was taxed but once. This point was re-affirmed in 
People vs. Whartenby,? in People vs. Eddy,* and in one or 
two other minor cases. But as these cases are not otherwise 
important we may pass over them. In Lick vs. Austin,‘ 
however, a mortgagor endeavored to take advantage of the 
suggestion made by the court in People vs. McCreery, and 
complained that he was suffering from double taxation on his 
land. He received a logical, but not very satisfactory answer. 

134 Cal., 432. Heard and decided in the October term, 1867, petition for 


rehearing argued at length on the merits of the case, but denied, in the January 
term, 1868. 


* 38 Cal., 461. * 43 Cal., 33%. * 43 Cal., §go. 
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He was told that he was taxed only on the property in his pos- 
session, and that it could not concern him what taxes his 
creditor paid. Thus first the mortgagee and then the mort- 
gagor were denied any relief by the courts. 

These cases all assume that a mortgage or a credit is property 
in the sense in which that word was used in that provision of 
the constitution which said that: “all property in this State shall 
be taxed in proportion to its value.” There is much in the 
reasoning of the court which reminds the economist of 
Macleod’s sophistries on credit. “While the defendant held the 
money, which he afterward loaned to Lick (the plaintiff), he was 
taxable for that sum, and when he passed the money to Lick 
upon making the loan, and took Lick’s obligation to pay the 
same, secured by a deed of trust or other adequate security, 
he certainly did not divest himself of so much property. He 
possessed the same amount of property that he held before 
the loan was made. Its form only was changed. And so in 
all cases of loans. The lender owns the debt, and the debt is 
property, its value depending on the sufficiency of the security, 
if there be security, and the ability of the borrower to pay the 
debt.""! ut in all this the court seems to overlook the perti- 
nent fact that in making the loan the creditor has, temporarily 
at least, divested himself of his property. He cannot compel 
the debtor to return it to him at the present time. Although, 
at some future date, when the debt is paid, his property will 
again equal that which he had before the loan was effected, 
vet for the present it is out of his possession. If a man who 
has $5,000 of his own borrows $5,000 more and with the two 
buys $10,000 worth of land, there is after, as before the trans- 
action, but $10,000 worth of wealth; and no amount of 
discussion can make it $15,000 until by industry and economy 
the borrower has saved up $5,000 more to pay the debt. 
Hlowever, “choses in action” were six times over solemnly 
declared to be property within the meaning of that term as 
used in the constitution in connection with taxation. Hence 
it followed that the constitution did not prohibit that kind of 
taxation, even if it were double taxation. 


1 34 Cal., 446. 
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: In spite of these repeated decisions the whole matter was 
5 again brought into court as a consequence of the zeal of the 
4 State Board of Equalization in enforcing the provisions of the 
4 code, after 1872. A great number of cases were brought at 


the same time, but by common consent that of the Savings 
and Loan Society vs. Austin’ became the test case. This was 
argued twice, and finally decided in the October term, 1873. 
Unfortunately the case itself did not directly involve the ques- 
tion of double taxation, as it turned merely on the technical 
question whether an injunction could be issued to prevent 
the collection of taxes illegally assessed. But by special request 
he court expressed an opinion on the question of double 
taxation. 


In this decision it was acknowledged that the views pre- 





viously expressed did not meet the real difficulty. None of 
those cases had decided “whether or not a tax on the mortgage 
debt is practically a tax on the property mortgaged; and 
; whether, if each be separately taxed, it presents a case wherein 
the same value or subject matter has been twice taxed.’ 
The court, therefore, considered the matter as res integra before 
it. Two justices concurred in and two dissented from the 
opinion: “That if a debt for money lent and secured by a 
mortgage be taxed, and if the mortgaged property be also 
taxed, the same value and subject-matter has been twice taxed, 
and it presents a case of double taxation.’ In reaching this 
opinion the court referred to the “well known fact that in a 
vast majority of cases the borrower is required to stipulate 
that he will pay the tax on the mortgage’; furthermore, 
“assuming that the borrower refuses to stipulate that he will 
pay the tax, eo nomine, on the mortgage, he pays it, neverthe- 
less, in another form, to wit, in a higher rate of interest.’* 
In this particular case, however, the court was not called upon 
' 46 Cal., 416. 
* Mr. Justice Crockett in the opinion of the court, 46 Cal., 492. 


* 46 Cal., 491. The fifth justice held: ‘‘ When money is deposited in a sav- 
ings bank, to be loaned out for the benefit of the depositor, if it is assessed to 
the depositor and also to the bank, and the payment of the taxes is exacted from 
both, it is double taxation.” Ibid., 504. 





*Ibid., 493. 
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to intervene and could in fact grant no relief as the taxes 
complained of had not yet been paid, and an injunction was 
not the proper remedy. The dissenting opinions were the same 
as those expressed in the previous cases. The injunctions that 
had been granted pending the decision were dissolved, permit- 
ting the collection of the taxes. 

Thus the case of the Savings and Loan Society vs. Austin 
really settled nothing. But it unsettled the previous decisions. 
Somehow or other the idea got abroad, between the first 
rendering of an opinion and the reopening of the case, that the 
court had definitely and finally declared that the taxation of 
solvent debts was unconstitutional.!. This was not the fact. 
Since the question of double taxation was not directly involved 
in the case, the concurrence of the other justices in the opinion 
of the court written by Mr. Justice Crockett did not, as the 
subsequent opinions clearly show, involve the endorsement of 
his view, expressed as an obiter dictum, that the case involved 


double taxation. The consequence of this erroneous idea was, 


that for the next vear the assessment of mortgages fell off 
remarkably. Nevertheless a few days after the final decision 
the court issued a writ of mandate on application of the State 
Board of Equalization, to the Auditor of the city and county 
of San Francisco, directing him to record the assessments 
involved in the case of Savings and Loan Society vs. Austin.* 

In view of the unsatisfactory and inconclusive nature of the 
decision just reviewed it is not surprising that the matter should 


come up again in the course of the next few years. It was 


' Hittell falls into this error, seemingly misled by a statement in Governor 
Booth’s message. See his History of California, Vol. 4, p. 524. 


? People v. Ashbury, 46 Cal., 523. In granting this writ the court states that 
in Savings and Loan Society v. Austin: ‘‘ It was determined by the unanimous 
opinion of the court that solvent debts are liable to taxation.” I[bid., 527. This 
in the face of the widespread impression that the decision was just the reverse, 
is very remarkable. But that statement is hardly borne out by the record. Mr. 
Justice Rhodes, who wrote the opinion in People v. Ashbury, is quoted in the 
former case as dissenting ‘‘from a portion of the argument and some of the 
conclusions of Mr. Justice Crockett in respect to the liability of solvent debts 
to taxation.” 46 Cal., 501. That does not look like a unanimous opinion. 
Altogether there seemed to be much confusion as to what the decision really 
meant. 
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in the January term, 1876, that the decision was rendered in 
the case of the People vs. Hibernia Bank.’ Here the decision 
has no uncertain tone. Four justices concurred; three, one 
of whom had previously been in opposition, wrote concurring 
opinions; only one dissented. The court declared: “That credits 
are not property, in the sense in which the word ‘property’ is 
used in the thirteenth section of the eleventh article of the 
Constitution.’”* 

Thus after twelve years of almost constant litigation the 
Supreme Court reached the opinion that: “To declare that it 
is the duty of the assessor to assess all ‘things in action’ is to 
give a construction to the constitution which must lead to the 
grossest absurdities.” “That causes of action are dependent 
on too many contingencies to be capable of appraisement which 
shall accord with any rule of equality or uniformity of value, 
is too plain for argument.’* Chief Justice Wallace supported 
his change of opinion by the emphatic statement: “That a tax 
imposed upon credits, in whatever form it be imposed, must 
always be paid, not by the creditor, but by the debtor.’”* 

According to this view, then, double taxation had existed 
in California, contrary to the constitution, for over twenty-five 
years. 


III, The Constitutional Convention. The decisions of 1873 
and of 1876 had attracted wide attention. It was felt that they 
virtually exempted the capitalist from taxation, and although 
public sentiment was not in favor of double taxation, it was 
claimed that the wrong party was exempt. The Governor 
and the State Board of Equalization both protested vigorously. 
Moreover, public opinion at the time was peculiarly open to 


151 Cal., 243. 


*Ibid., 250. In view of the subsequent development of a strong and bitter 
opposition to this decision on the part of the farmers of the State, it is not the 
least remarkable feature of this case that the opinion of the court was written 
by Mr. Justice McKinstry, who had been nominated and elected to the Supreme 
Court by the ‘‘ People’s Independent” or ‘‘ Dolly Varden Party” of which the 
‘*Patrons of Husbandry” or the ‘‘Grangers”’ formed an important part. See 
Hittell, History of California, Vol. 4, Pp. 520. 


351 Cal., 245. 451 Cal., 250. ‘The italics are in the original. 























42 Yale Review. | May 


a discussion of the subject. Beginning in 1872, there was an 
era of speculative excitement connected with mining which has 
been likened to the Mississippi Scheme and the South Sea 
Bubble. This involved the whole community, not excepting 
the banks, and culminated in 1875, when the Bank of Cali- 
fornia closed its doors. The connection by rail with the East 
had been completed in 1869, and the adjustment of the 
economic affairs of California to the new conditions was 
attended with much disturbance. The transition from the 
inflated prices and high wages of the early days to the national 
level was not accomplished without friction.’ The freight rates 
established by the new railroad did not meet the expectations 
of the farmers, and the great wealth obtained by the leaders in 
the company aroused jealousy. In order to obtain its fran- 
chises, and the grants of land necessary to ensure the financial 
success of the enterprise, the railroad company had entered 
politics almost from the beginning, and had accumulated many 
enemies. 

Karly in 1873 the “Grange” movement reached California, 
and the formation of farmer’s clubs throughout the State 
became general. These clubs soon merged into an organiza- 
tion styled the “Patrons of Husbandry."* This organization 
entered at once into politics, especially in connection with the 
question of fixing railroad rates and the regulation of the public 
finances. Under the skillful leadership of the anti-railroad 
forces it soon became very influential. In June, 1873, when 
the question of the public control of the railroad was upper- 
most, these various discontented elements formed a party, 
which, on account of its many colors, was called by its 
opponents the “Dolly Varden” party, otherwise known as the 
“Independent Tax-payers” or “People’s Independent” party. 
It was in September, 1873, that the convention of these 
“opponents of incorporated greed and organized corruption” 
declared: ‘That all property, including solvent debts, as well 
as railroads and railroad property, should be taxed in propor- 
tion to its actual cash value, but taxation of solvent debts should 

' See my article on Labor in California, YALE REview, Feb. 1896, Vol. iv, p 409. 


2 See Davis, Political Conventions, Publications of California State Library, 
No. 1, Sacramento, 1893, p. 321, ff. 
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be so regulated by law as to obviate all objection on the score 
of double taxation; and if this cannot be obtained by legislation 
under the constitution as it is, the fundamental law should be 
amended so as to accomplish such result." In 1873 the 
People’s Independent party was the dominant power in State 
politics, and carried two important elections. In 1875, after 
it had ceased to be so great a power, it modified its previous 
plank in regard to the taxation of solvent credits to read: ‘That 
the People’s Independent party stands by the constitution of 
the State, which provides that taxation shall be equal and 
uniform, and that all property should be taxed once, and no 
more; and that any law which taxes the same capital in any 
form more than once, is a law of discrimination, and should be 
repealed.”* A similar plank was in the platform of the 
Democratic party, which won the State election that year. It 
afterward developed that all of these statements were aimed at 
the exemption of the debtor and the taxation of the creditor. 

In 1875, a movement was made in San Francisco to arouse 
public opinion and to bring it to bear upon the legislature in 
favor of the exemption of mortgages from taxation. This took 
the form of a declaration signed by “fifty leading attorneys 
and other prominent citizens” averring that: “Mortgages are 
not property, and the legislature should so declare.”” On the 
strength of this a pledge was circulated which received 25,000 
signatures from San Francisco alone. The “Pledge” declared 
that “the law taxing mortgages and other contracts for the 
payment of money is unjust and impolitic,’ and so on at great 
length, and concluded: ‘with a view to correcting these evils, 
we, the undersigned, hereby pledge ourselves and declare that 
we will not vote for any candidate, of any party, for any legis- 
lative office, or for the office of Governor, unless such candidate 
shall have pledged himself to use his vote, and influence, and 
his best efforts, to effect such changes in the constitution and 
laws of the State as will remove the grievance above referred 
to.’’3 

' Davis, Political Conventions, p. 333. 


? Ibid., p. 347. 
’ Published as a pamphlet, with a partial list of signers, by John H. Carmany 
& Co., San Francisco, May 1875. 
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The result aimed at by these movements was practically 
accomplished by the decision of the Supreme Court, in 1876, 
that mortgages were not taxable property. After that, more 
or less clearly defined prejudices developed on the other side 
of the question. 

Meanwhile the legislature of 1873-74 voted to submit to the 
people the question of calling a constitutional convention, but 
the people voted “No.” The next legislature submitted the 
same question again, and this time, Sept. 5, 1877, a majority 
of the electors voted in favor of calling a convention. Little 
interest was taken in the proposition, and it was claimed that 
the calling of the convention, which was passed by a small 
majority, was due to the fact that one of the parties printed 
the words “For a Convention” on its regular ticket, and men 
paid no attention to that part so long as the ticket contained 
the names of the candidates they desired to vote for.’ It is 
not improbable, however, that the prevailing discontent con- 
tributed to the result, although there was no actual outbreak, 
until after the election which decided that the convention 
should be called. 

llowever, the general unrest was of much importance in 
determining the choice of delegates to the convention. The 
“Bonanza speculative boom” broke in 1875, and during the 
next three years times were very “hard.” Many men were 
out of employment, and the Grangers showed renewed activity. 
A movement in the cities of a corresponding character resulted, 
in the latter part of 1877, in the organization of the “sand-lot” 
or workingmen’s party, with which the name of Dennis 
Kearney is identified.2, Thus it happened that the convention 
to revise the constitution was elected at a time of great political 
unrest and agitation, and consequently many of the delegates 
represented novel and radical ideas. In compliance with the 
result of the popular vote, the next legislature formally called 
the convention and the election of delegates took place, June 

' See Debates and Proceedings of the Constitutional Convention of the State 
California, Sacramento, State Printer, 1881, p. 862. 


® For an excellent outline of this movement see Bryce, American Common- 
wealth, Vol. ii, Part v, Chap. xc. 
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i9, 1878. This election was the first in which the sand-lot 
organization played an important part and the only one in 
which it exercised much influence. Except in a few counties, 
the regular parties did not nominate delegates, as the matter 
was not considered a party measure. 

During the early part of the sand-lot movement the work- 
ingmen’s party had formulated no definite “demand” in regard 
to the taxation of solvent credits. But from the first it was 
proposed “to destroy the great money power of the rich by a 
system of taxation that will make great wealth impossible in 
the future.”? It was, therefore, natural that in the platform 
on which the workingmen’s candidates for the convention 
stood, there should be a clause which read: ‘Money, mortgages, 
and bonds must be taxed.”* The workingmen’s party carried 
San Francisco, and elected a few scattering delegates in other 
counties. <All-told, they had fifty-one delegates. Among the 
other delegates were a number who had been Grangers, and 
who were also pledged to the taxation of money and solvent 
credits. These with the workingmen constituted a majority, 
but as they could not always agree among themselves, they 
were not able to control the convention. 

In the convention the debate on the taxation of mortgages 
and secured debts was long and bitter.* The subject assumed 
an importance second only to that of the Chinese. There 
were four propositions before the convention bearing upon our 
subject: (1) To tax the lender for the amount due him, and to 
deduct that amount from the value of the property in possession 
of the debtor; (2) To tax mortgages, bonds, notes, book- 
accounts and all other evidences of debt and allow no deduction 
for indebtedness; (3) To tax the income from loans and 
exempt the loans; (4) To exempt the mortgage, but to allow 
the mortgagor to deduct from the interest, or from the 
principal on settlement, that proportion of the total taxes paid 


1 Davis, Political Conventions, p. 366. 

*Ibid., p. 384. 

8 Debates and Proceedings of the Constitutional Convention of the State of Cah- 
fornia, convened at the city of Sacramento, Saturday, September 28, 1878. By 
E. B. Willis and P. K. Stockton, Official Stenographers. In three volumes, 
paged continuously. Sacramento, State Printer, 1880. 
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which the mortgage bears to the whole value of the mortgaged 
property. These four propositions were each presented in 
several different forms. As the debate progressed, it centered 
around the first and second of these propositions. The second 
became identified with the name of Mr. Moreland of Sonoma 
County, who declared that the amendment of the old constitu- 
tion so as to make mortgages and solvent credits taxable was 
the only reason why the convention was called!) Mr. Eagon 
of Solano, another delegate, said: “This is the only question 
advocated in the calling of this convention.” “All this talk 
about Chinese, about corporations, about everything else, were 
secondary considerations with the people of this State. It was 
to bring taxation equal and uniform that we were sent here 
and for no other purpose.”* Another delegate said: ‘The 
Grangers throughout the State were in favor of the taxation of 
mortgages, and after the decision of the Supreme Court that 
mortgages could not be taxed, the people of the State felt 
outraged.’ There can be no doubt, from the whole tone of 
the debate on this point and from the previous history of the 
subject, that the members of the convention felt that the 
taxation of mortgages was among the most serious matters 
they had been sent there to decide. 

The discussion shows very clearly the different influences at 
work. In the first place it was clearly brought out that the 
decision by the Supreme Court which we have reviewed, had 
created a profound impression. The Grangers wanted the 
lender taxed, and were strongly prejudiced against the Supreme 
Court. The workingmen wanted to “cinch capital” and hated 
the court as a defender of vested rights. The lawyers in the 
convention, many of whom had been in the service of corpora- 
tions, were generally in favor of the line of reasoning pursued 
by the Supreme Court, and with the usual conservatism of their 
class would have left the matter as it stood. Again, it was 
occasionally apparent that the bankers had some friends in the 
convention who supported the views of the Supreme Court. 
Among the authorities most often quoted were Amasa Walker, 
Perry and very frequently David A. Wells, who was a member 


1 Debates and Proceedings, p. 863. 2TIbid., p. 851. 'Tbid., p. 852. 
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of the New York Tax Commission which, in 1877, had reported 
in favor of the exemption of debts, mortgages and savings 
banks. These authors, and the decisions, afforded the bulk 
of the illustrations. There is no evidence that the agitation 
then going on in Massachusetts for the exemption of mortgages 
had any influence on the delegates. 

The debate itself was for the most part wearisome and 
prolix, occasionally it became amusing by shere force of its 
own monotony. Among the pet illustrations was a horse who 
was “trotted in,” in some speech or other, almost every day 
and sometimes more often. This devoted animal was bought 
and sold, sometimes for money, but usually for notes; he was 
worked in the fields, driven on the roads, ran races, was fed, 
was starved; he was killed a dozen times or more, only to be 
resurrected again and again to illustrate how dangerous or how 
beneficent a tax on borrowed money might be. The animus 
of a delegate’s speech was often personal. Thus one delegate 
said: “I know a man who loans $240,000 and receives quarterly 
a rate of interest that has broken many 





a high rate of interest, 
a man who has attempted to pay it,—and, sir, he pays taxes 
on $3,500, being the assessed value of the house in which he 
lives. And yet his income, in the way of interest, is nearly 
$40,000 a year.” This delegate left the impression that his 
main object was to have this particular individual taxed. 
Although occasionally denied, it was pretty generally 
admitted that the tax would tend to raise the rate of interest. 
To remedy that, the advocates of the old system proposed a 
usury law. One of them said: “I will admit that if we tax 
mortgages it will necessitate a usury law, I do not doubt that: 
but let us have it... Another said: “I believe the rich and the 
poor ought to be taxed alike, though personally I am interested 
in having the decision of the Supreme Court remain the law 
of the land. Since that decision I have been the gainer several 
hundred dollars, which I, by having mortgages, have not been 
taxed on. But I have never approved of that decision. * * 
* * But at the same time, while I expect to be taxed upon 
mortgages, I am frank to say that the man who borrows my 
money will pay the taxes. You may make it as strong as you 
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please, you may pass a usury law, but the man who borrows 
my money, or any other man’s money, who loans money, will 
have to pay the tax. It is self-evident.’” 

Possibly the ablest opponent of the taxation of mortgages 
was Mr. Samuel M. Wilson of San Francisco. He urged that 
taxation should be confined to property that was tangible and 
visible to the senses. 

The debate continued so long that the banks and other large 
lenders began to make preparation for an unfavorable outcome. 
The rates of interest asked were advanced. One of the dele- 
gates reported that “in some of the savings banks they are 
making loans only on trust deeds, and with provision for no 
notes at all.” 

The system finally adopted seems to have been proposed, 
even at the beginning, as a sort of a compromise. The provi- 


sions read as follows: 


“Article XII, Section 4. A mortgage, deed of trust, con- 
tract, or other obligation by which a debt is secured, shall, for 
purposes of assessment and taxation, be deemed and treated 
as an interest in the property affected thereby. Except as to 
railroad and other quasi-public corporations, in the case of debt 
so secured, the value of the property affected by such mortgage, 
deed of trust, contract, or obligation, less the value of such 
security, shall be assessed and taxed to the owner of the 
property, and the value of such security shall be assessed and 
taxed to the owner thereof, in the county, city, or district in 
which the property affected thereby is situate. The taxes so 
levied shall be a lien upon the property and security, and may 
be paid by either party to such security; if paid by the owner 
of such security, the tax so levied upon the property affected 
thereby shall become a part of the debt so secured; if the 
owner of the property shall pay the tax so levied on such 
security, it shall constitute a payment thereon, and, to the 
extent of such payment, a full discharge thereof; provided,, that 
if any such security or indebtedness shall be paid by any such 
debtor or debtors, after assessment and before the tax levy, 
the amount of such levy may likewise be retained by such 
debtor or debtors, and shall be computed according to the tax 
levy for the preceding year. 

1 Debates and Proceedings, p. 897. 





ies Sire iL abT cata 


fren reall Sade 





1899] The Taxation of Mortgages in California. a 


“Section 5. Every contract hereafter made, by which a 
debtor is obligated to pay any tax or assessment on money 
loaned, or on any mortgage, deed of trust, or other lien, shall, 
as to any interest specified therein, and as to such tax or 
assessment, be null and void.” 


The convention completed its labors in March, 1879, and in 
May the constitution was adopted by the people. The new 
system of taxing mortgages went into operation the next year. 


Il”. The Operation of the Tax since 1880. The operation of 
the mortgage tax since 1880 is an interesting study in the 
incidence of taxation and throws some side lights on the 
subject of usury. Under the hypothesis that the general 
property tax 1s a personal tax and that all persons are actually 
taxed in proportion to all their property, the California system 
of taxing mortgages would be, perhaps, theoretically perfect. 
“By far the wisest system,” says Professor Seligman, “‘is to 
tax the mortgagee on the amount of the mortgage and the 
mortgagor on the value of the property minus the mogtgage.’”! 
But if the general property tax is not a personal tax, and if all 
persons are not taxed on all their property, it is possible that 
this may not be the wisest system. ‘There are, indeed, certain 
facts of common experience which, although not con- 
clusive, would lead us to suspect that the theory does not 
conform to the actual conditions. In the first place we notice 
that in Massachusetts, where, since 1881, there has been, as in 
California, but one tax on mortgaged realty, but where the law 
allows the borrower and the lender to agree as to who shall 
pay the tax, it is the regular practice of the borrower 
to assume the entire burden. We also notice that as 
soon as it was decided that the same thing could be legally 
done in California it was at once adopted. It would seem, 
then, that there is some economic advantage in the assumption 
by the owner of the whole tax. Furthermore, it is the almost 
universal opinion of all practical bankers and business men that 
the mortgage tax is very burdensome to borrowers and lenders 


1 Essays in Taxation, p, 102. 
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alike, that it is shifted in the form of a higher rate of interest 
to the borrower, and that he has to pay the “cost of shifting.” 

The purpose of the enactment in the constitution was to 
make the lender pay a tax upon his investment,—to make him 
bear what was regarded as his share of the total tax to be 
assessed upon the property in question. Whether or not this 
purpose has been accomplished is a question that has been 
much discussed. The journals, daily, weekly and monthly 
published in California have at different times printed hundreds 
of articles on the subject. Yet the question does not seem to 
have been satisfactorily answered. Most of these articles 
proceed on a priori lines of reasoning, while some of them 
appeal to “well-known” facts and other ill-authenticated 
statistics. It does not seem to be possible to reach a wholly 
satisfactory conclusion on purely a priori lines. What seems 
to one person self-evident is put down by another as absurd. 
It would seem that to answer the question finally we must 
have a complete investigation of the facts. For some reason 
or other no such investigation has ever been made. After a 
most extended search I have been unable to find any article 
which was based upon the actual rates of interest paid by 
borrowers. Indeed there is no published statement of the rates 
of interest earned on mortgages or on other loans in California 
for a series of years sufficiently long to enable any safe conclu- 
sion in regard to the effect of the tax to be drawn. It would 
seem that the subject is of sufficient general interest and 
importance to warrant a thorough investigation and that such 
an investigation might settle many points now a matter of 
controversy. I have therefore undertaken to compile the 
necessary statistics. 

What facts are necessary? In the first place it is clear that 
we must know the average rates of interest on mortgages each 
year since 1880. This is indispensable, and it would be better 
if the list could be extended back over a number of years prior 
to that time. The rates desired are the general averages on 
actual loans. It will not serve our purpose to take an average 
of the published or asking rates merely; for the rate actually 
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paid varies with the size of the loan and the circumstances of 
the borrower.’ 

For this information application was made directly to three 
of the largest savings banks in San Francisco, and I owe much 
to the courtesy of the officials of those banks, who readily 
placed at my disposal all the information their books would 
afford upon the whole subject under investigation. The 
amount of the real estate loans made by those banks is over 
$60,000,000, and constitutes over 80 per cent. of the entire 
amount of such loans made by the banks of San Francisco. 
These three banks practically dominate the market, and the 
rates obtained from them may safely be regarded as typical. 
The form in which the information desired was found differed 
much from bank to bank, and it involved no little labor to 
reduce all the returns to the same form. Finally four different 
general averages were ascertained for each half year since 1871. 
These were: (1) the average rates of interest on all first-class! 
real estate loans (excluding those upon which the banks pay 
no taxes); (2) the average rate on first-class? real estate loans 
in San Francisco; (3) the same for Alameda County and (4) 
for all other counties. The difference in the rates between 
the different banks was very slight, never affecting the main 
figure and rarely amounting to one-half of one per cent. The 
results are in the table on pages 52-53, and are displayed on the 
chart. 

The Eleventh Census of the United States gives the rates 
of interest on all mortgages in California and in San Francisco 
for the years 1800-1889, inclusive. The census rates for the 
State are considerably higher than ours, because they include 
all sorts of mortgages, and also contracts to purchase, and 
cover all parts of the State, while ours are confined to the best 
class of mortgages, exclude contracts to purchase, and are 
mainly for San Francisco and vicinity. The census rates for 


1 The statistics offered by Mr. Nathan Martin, Jr. in regard to the operation of 
the so-called exemption of mortgages in Massachusetts seem to me to depend 
too much on the asking rates. Quar. Journal of Economics, iv, 339. 

*Loans of doubtful security, as indicated by abnormally high rates, were 
excluded from the estimate. 


3 Eleventh Census, Real Estate Mortgages, p. 248 and p. 257. 




















52 Yale Review. [ May 


San Francisco alone are also considerably higher than ours, 
owing to the fact that our rates are for first-class mortgages 
only. It may possibly be objected that the rates in the table ; 
are too low, for the reasons just explained. But that error, if 
it be an error, is not serious, for if the effect of the mortgage 
tax cannot be clearly traced in the case of first-class mortgages, 
in the longer settled parts of the country, it would be useless 
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to attempt to trace it in other cases into which a large element $ 
of risk enters. : 
No safe conclusion as to the effect of the mortgage tax can, 
in this case, be drawn from a comparison of the rates of interest 
on mortgages, before and after the adoption of the present 
PERG: ; 
constitution; because, mortgages were always taxable down 
to 1876, and between that time and 1880 there was so much 
uncertainty as to what the method of taxation would be, that 
the banks and other lenders prepared to meet any emérgency 
and kept themselves amply protected. Thus as far as the 
lender was concerned, the constitution made no _ practical 
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April, 1891 ..|| 7.52 | 5.22 | 6.82 | 7.53 | 7.89 ||------ 5:03 ?/ . sae eae 
October, 1891 7.54 5.30 6.84 7.62 (on ome S87 4 4710 afin 
April, 1892 7-54 | 5.2% | 0.55 | 7.05 | 7.90 ||.--..- 5-17 tl pgqg = |one--eee 
October, 1892 7.50 5.22 6.51 7.07 (oO | ee §.25 J 43156 ass 
April, 1893 ..|| 7.47 |$.23 | 0.82 | 7.69.) 784 j\<s2--. 5-09 1 1 60.8 Dees 
October, 1893,' 7.44 6.39 6.82 7.69 a, a | eee 5.17 § 10 Teas! 
April, 1894 7.45 | 5.00 | 6.67 | 7.70 | 97:79 = |isa<ce- a0 f) aS 
October, 1894' 7.50 5.58 6.88 ee ode». |\xmenas 5.34 5 ‘4916 7 * 
April, 1895 -- 7.49 5.41 6.87 7.73 7.76 ------ S96 By bel 5 
October, 3895|| 7.45 ' §.32 |) 6.90 | 37.98 | 9-74 ~ licween. .25, 5) 2 ‘ i 
April, 1896 746). 3.48 | 0.08 | 9.87 1 366. |isne na: 5.30 ] 5. t08& [--°°" 7 
October, 1896 7.46 5.04 6.91 7.76 7.05 \ i an ee oe 
April, 1897 .-|| 7.44 | 4.64 | 6.86 | 7.81 7.62 i s 60-84 oeun 
October, 1897 7.33 5.21 6.89 7.78 7.41 i i COE Al 
April, 1898 ..|| 7.25 | 5.05 | 6.88 | 7.75 | 7.29 ) 1808  -"1-°°* 
October, 1898 7.19 4.90 6.87 7.98 oR7 { 7 alia. sa Ce 
Averages 7 
since 1880 | 7.46 | 4.73 | 6.81 7:77| 8.13 9.00? 5.28 1.69 4%5 7.034 


' Taxation of mortgages according to new constitution began March, 1880. 

“1880 to 1889 inclusive. (The census average for the 10 years is 8.90%. This does 
not correspond with the figures given for each year. The difference may be due to 
small fractions not given.) 

* 1887 to 1898 inclusive. (The amount of these is too small to warrant any safe con- 
clusions.) 

* 1880 to 1889 inclusive. (The census average for the 10 years is 6.88%. This does 
not correspond with the figures given for each year. The difference may be due to 
small fractions not given.) 
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difference and could not be supposed to affect the rate. Asa 
matter of fact, as the table and the chart show, the rate of 
interest on mortgages fell steadily after 1880, and in 1884 was 
nearly two per cent. lower than before the constitution took 
effect. This fact, in its more or less “well-known” form, has 
been made the basis for a claim that the purpose of the consti- 
tution makers was fully accomplished and that the tax was 
placed upon the shoulders of the money-lender. On the other 
hand, it is claimed that the general rate of interest on all sorts 
of loans and investments fell at the same time, and that, 
although the mortgage rate fell, it did not fall as rapidly as did 
the rate on untaxed loans. 

In order to ascertain which of these two views represent 
the truth, we must obtain for comparison the average rates of 
interest earned during the same series of years on loans equally 
secure, but which are not subject to taxation. The search for 
such rates presented many difficulties both theoretical and 
practical, which for a long time seemed insuperable. There 
are some untaxed mortgages made before the constitution was 
adopted and renewed periodically since then, and others where 
the tax is evaded by agreements. The number and amount of 
these is small. No safe conclusion can be drawn from them.? 
In the first place, there are few fairly secure investments open 
in California which are not, theoretically, at least, subject to 
taxation in some form. The shares of domestic corporations 
are not taxable as such. But the earning power of the enter- 
prises which they represent, and consequently the value of the 
shares, is affected by the fact that the corporations themselves 
are taxable upon their property and franchises. To what 
extent these corporations are actually taxed is another question 
which is difficult to answer, so that it is impossible to estimate 
the extent to which the dividends are affected by taxation. 
The bonds of local corporations are, however, not taxable, and 
if we could select those which afford adequate security, and 
were to calculate from the prices paid for them what rates of 
interest they netted the investor, we would obtain approximately 
what we want. But to do that successfully we must select 


1See Table, column 7. 
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our bonds with great care and exercise the nicest judgment as 
to the character of the security in each case. After collecting 
the prices for a number of years of some of the leading bonds 
dealt in in San Francisco, this line of investigation was 
reluctantly abandoned, as it became apparent that it would be 
impossible to judge accurately of the character of the security 
afforded by these bonds during each of the past twenty or more 
years, and the fluctuations showed very clearly the influence of 
some now unascertainable causes affecting the confidence of 
investors in the security. 

It was found, however, to be possible to ascertain from the 
banks the rates of interest charged upon loans secured by a 
deposit of bonds and upon first-class commercial paper. As 
the banks are allowed, like every other person, to deduct from 
their solvent credits the amount they owe to bona fide residents 
of the State, or in other words to their depositors, and bank 
deposits are not “discovered” by the assessors, these loans 
are practically unaffected in any way by taxation. The security 
is fully as good as that of the mortgages, and certainly no 
better than that of the high class of mortgages included in our 
table. This rate, which is given in the second column of the 
table, may safely be accepted as corresponding closely to the 
rate which would, in the long run and on the average, preva! 
on mortgages were they untaxed. It has been estimated from 
very complete returns from five large banks. The loans 
included in the returns amounted to over $8,000,000 in 1898 
and were typical of about $35,000,000 of similar loans made 
by the various banks in San Francisco. It is the market rate 
of interest as determined by all the conditions, independent of 
taxation. If we compare this rate with the rate on commercial 
loans in New York City! we find that although the San 
Francisco rate is usually a little higher, yet it has for many years 
followed in its fluctuations the movements of the New York 
rate. Where there are independent fluctuations, they can 
be explained readily by local causes. The comparison sustains 
the accuracy of the returns. 


'See Fisher, Appreciation and Interest, Am. Econ, Assn. Publications, XI, 


4, P. 94. 
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There is one marked difference between these loans and 
mortgages; collateral loans are usually made for comparatively 
short periods, in some instances they are subject to call.? 
Consequently, they reflect every change in the market. There- 
fore, in comparing these rates with the mortgage rates we 
might properly exclude all violent fluctuations, because mort- 
gages are for longer periods, and the average rates do not 
readily reflect temporary changes. In California the average 
life of a mortgage is three years.” It follows, therefore, that 
a change of one per cent. in the rate asked on new mortgages 
must continue in force six months before it is likely to make 
a change of one-sixth of one per cent. in the average rate. This 
point is well illustrated by the effect of the crisis of 1893: our 
commercial or bond loan rate rose from 5.22% for the last half 
of 1892 to 6.39% for the last half of 1893, but the average 
rate on ail mortgages outstanding at the time did not change 
perceptibly, the rise in the rate on new mortgages during that 
time being offset by a fall in the rate on the mortgages made 
just prior to that time. In all direct comparisons with the 
mortgage rate we must, therefore, take the average of the 
commercial rate for at least three years prior to the date 
selected in order to reach any safe conclusions. 

The results of our investigation of the rates of interest may 
now be stated. The average ditference for nineteen years 
between the rate of interest on mortgages and the rate on other 
loans equally secure, but untaxed, was 2.73%. This, then, is 
the amount by which the tax raises the rate of interest. 
Unfortunately, it is not possible to ascertain the average rate 
of taxation for the whole State during the same period. The 
published reports do not state the entire amount raised by 
ad valorem taxation for any given year. They do give the 
rural county rate for each county and the urban county rate 
for each county, but the assessed valuation for the county as a 

‘Call loans made at nominal rates and for a few days only, merely to tide 
over a Short interval while seeking an investment, were not included in the 


table ; had they been included, the average rate would have been considerably 
lower. 


* The Eleventh Census gives the average as 2.953 years. eal Estate Mort- 
gages, p. 109. 
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whole is not subdivided so as to show how much of the 
property bears the urban county rate and how much pays only 
the rural county rate. Municipal rates, which are in addition 
to the urban county rates, and special district taxes can be 
ascertained only from each municipality and district. The 
average tax rate for the State, as nearly as it can be computed, 
is about $1.75 per $100 of assessed valuation, but on account 
of the slight uncertainty we will make no use of this rate.’ By 
far the largest part of the mortgages for which we have the 
rates are located in the city and county of San Francisco and 
for that we have the rates of taxation each year. In San 
Francisco the excess of the mortgage over the market rate of 
interest averaged 2.08 for the nineteen years, while the tax 
rate averaged S1.699 per $100 of assessed valuation. Briefly 
stated, then, the mortgage tax raises the rate of interest by a 
little over 2%, but the tax amounts only to 1.7%. The differ- 
ence, which to be exact is 0.381%, or over one-third of one per 
cent., is the “cost of shifting” which the borrower pays the 
lender in addition to the tax. It is the amount which is 
necessary to protect the lender against any unexpected changes 
in the tax rate and to remunerate him for his trouble in paying 
the tax. As the rate of interest in “outside counties” is 
invariably higher by at least 1%, while the tax rate is but 
little higher, it is obvious that the difference must be still larger 
for “outside counties.” That is admittedly due to a difference 
in the security and hence cannot be considered as throwing any 
light on our problem. 

An examination of the table and of the chart shows one 
period which requires special study; that is the period from 
1893-1895. Down to 1893 the excess of the mortgage rate 
over the market rate had always been greater than the rate of 
taxation: indeed for the first three years 1880-1882 it was more 
than double the tax rate. But in 1893 the demand for bond 
loans and temporary accommodations was increased by the 
crisis, and the rate on those loans rose. The mortgage rate 
for the reasons already explained was not affected. Hence for 


‘The Census of 1890 found the rate for all ad valorem taxation to be $1.70 pet 
$100 of assessed valuation. Wealth, Debt and Taxation, Il, p. 61. 
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three years the excess of the mortgage rate was not sufficient 
to cover the taxes. If we compare the average rate on mort- 
gages with the commercial rates averaged for the three years 
prior to the close of each half year, October, 1893, to April, 
1896, we find the differences were: 


CP, BOs cceinanhes 2.01 WOE: TAGE: caahdescass 1.91 
PGE. BOGE. osccidantens: 1.94 Cit; BOGE ss cancceew 1.99 
Gh. < SO08..<.56t5 cs. 1.95 AOt., BOG 25055 cccasckied 


That is, the true difference was always above the usual tax rate 
by an amount sufficient to pay something towards the cost of 
shifting. But as the tax rate went up to $2.25 in 1895, it is 
obvious that for this particular period it would have been better 
for the money lender to have refused to take mortgages, but 
to lend on collateral and thus avoid the tax. For one or two 
years, then, during this exceptional period, the mortgage tax 
was a burden on the lender. The rate of interest on untaxed 
loans has fallen slowly since 1893, and until 1895 was higher 
than at any time during the fourteen years prior to 1893. 
Nevertheless, the rate on San Francisco mortgages in 1898 
was 1.90% higher than the rate on untaxed loans, while the 
tax rate in 1897 was only $1.69 and in 1898, $1.8o. 

For the first time in many years the banks in San Francisco 
found themselves during 1898 with a plethora of money. 
Until that year the savings banks, whose loans are mainly on 
real estate as security.) have had reason to congratulate them- 
selves on the existence of this system of taxing mortgages. It 
has worked to their advantage in two ways. First, it has 
enabled them to collect from one-fourth to one-third of one per 
cent. per annum more interest than they could otherwise have 
obtained, and secondly, it has prevented eastern capital from 
seeking investment in California mortgages, and has lessened 
the competition which they would otherwise have had to 
encounter.” But during 1898 they have been at a loss to 


? The smaller savings banks are not allowed to lend on any other security. 


*In this connection it is interesting to note that the Massachusetts Tax Com- 
mission of 1897, which was one of the ablest commissions of its kind ever 
appointed in the United States, came to the following conclusion in regard to 
the effect of the so-called exemption of mortgages in that State in 1881: “It is 
not to be questioned that the competition in mortgage investments has been 
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find satisfactory investments for the funds on hand. As a i 
| result, they have entered more than ever into competition with ' 
the commercial banks and made more collateral loans. Some 
of the banks are even seeking loans in other States. In con- 
sequence of this the rate of interest obtainable is falling both 
on bond loans and on mortgages. The fall is especially 
apparent in the last six months of the period covered by our 


ae aes = 


table and has continued since then. But as has already been 


explained, the average rate earned on mortgages will not fall 


(| as rapidly as the commercial rate, and any losses incurred by 
lenders on mortgages during 1893-1895 will be made up by the 
increased difference between the commercial rate and_ the 
mortgage rate at the present time. 


It is clear, then, that a posteriori, we must conclude that he 


RR gp mee 


who borrows money on a mortgage in San Francisco pays the 
market rate of interest, plus the tax and plus the “cost of ' 
shifting.” If this is true where the security is in every way 
first-class and where the average rate of interest on mortgages 


is lowest, as it is for property in San Francisco, then it must 


atm Nap 


be equally true in other cases.'. We are, therefore, forced to 
the conclusion that the purpose of the framers of the constitu- 
tion was not effected. The tax is not paid by the money 
lender, and the borrower is worse off than he would be if the 
mortgage were exempt and the mortgagor were taxed upon 
the assessed value of the property without any deduction. 
We have discovered that the tax is shifted. Why this is so 
is comparatively easy to determine. The mortgage tax is a 
part of the general property tax. That system of taxation 1s 
entirely unsuited to modern economic conditions, and even the 
California tax law, superior as it is in many respects to the tax 
laws of other States, cannot be successfully administered. 
Hence mortgages are practically the only form in which money : 
{ greatly increased by the change in the law, and that the tendency has been for 
the rates of interest on well-secured mortgages to go down, Trustees and 
others formerly liable to taxation on mortgages, and so hesitating to make them, 
now compete for them actively, and are willing to accept a low rate of interest.” 
Report of the Commission, p. 37. 
‘In other cases the mortgage rate would naturally be higher than the market 
te, by an indeterminate amount dependent on the character of the security. 
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investments are taxed as such. The other forms cannot be 
reached. In 1898 only $31,000,000 of “money and solvent 


—— 


a credits” were placed on the rolls in a total assessment of 
$1,089,000,000. But mortgages amounting to $177,000,000 

were assessed. “No device has yet been found which will 
; enable the assessor to discover the multitude of intangible forms 
. of wealth which are characteristic of modern times; and when- 
. ever capital comes out of its hiding place and shows itself in 
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some form in which it is bound to be taxed, the man who calls 


it forth must pay the tax and the costs of such exposure.” 


| I”. Evasion of the Provisions of the Constitution. The inten- / 
5 tion of the constitution is not only set at naught by charging 
| a rate of interest high enough to cover the tax, but it is openly } 

evaded by various “tricks and devices.” That provision of { | 


the constitution which was intended to prohibit the mortgagor 


rw 


from assuming that part of the tax which is assessed on the 
mortgage, is very badly worded.* Not only is the phraseology 
absurd when it speaks of a contract by which a debtor is 


inte api 





“obligated” and which is at the same time void,® but it is also 
very ambiguous. In the first place, it is ambiguous in regard | 
. to the penalty. There can be no doubt that the convention } | 
intended that the lender should forfeit the interest on the 
mortgage in case he compelled the borrower to assume the 
responsibility for the payment of the tax on the mortgage. { 
But instead of saying what was intended, the clause in question 
says that any contract whereby ‘a debtor is obligated to pay 
, any tax or assessment” is void as to the interest specified.* 
Now it is very improbable that such a contract would specify 
any interest. Nevertheless the intention of the law was so 
well-known that for some time no one dared to assume that 
the court would countenance any other interpretation, no 
matter how correct grammatically. In the second place, the 
wording of the law is ambiguous in that it specifies a contract 


‘ From an article by the present writer in the New York /ndependent, February 
3, 1898. 





* See p. 49 above. > 04 Cal., 110. 


* The reader will observe that grammatically ‘‘ therein” refers to ‘“‘ every con- 
tract,” etc., but it is obvious that the framers of the constitution supposed that 
it referred to ‘‘ mortgage, deed of trust, or other lien.” 
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by which “a debtor is obligated to pay any tax,” ete. A 
contract in which the creditor agrees, or is “obligated” to 
accept a lower rate of interest than that specified in the mort- 
gage in case the debtor voluntarily pays the tax is, therefore, 
not prohibited. Moreover, this interpretation of the law does 
not appear to be a mere quibble, for it is not at all clear that, 
even if the attention of the framers of the constitution had been 
directed to this form of contract, they would have desired to 
prohibit it.) What they wanted to accomplish was to protect 
the debtor from any compulsion in the payment of the tax. 

It seems that advantage was taken of these ambiguities, first, 
in the southern counties of the State. I have not been able to 
ascertain exactly when the practice of evading the constitutional 
provision began; but it was certainly not later than 1884. That 
the practice should have begun in the southern counties is quite 
natural in view of the character of the population of those 
counties, and of their distance from the scene of the agitation 
which led to the adoption of the provision in question. After 
1880 the tide of immigration into California turned from the 
northern counties into the southern. As the southern counties 
were but sparcely populated before 1880, the people who arrived 
after that time were soon in the majority.2, The new comers 
brought with them considerable capital. They had their own 
ideas as to how business should be conducted, and as they had 
not lived through the discussions which led to the adoption of 
the constitution, they naturally inclined to a strict interpretation 
of its provisions. Moreover, these new comers wanted to 
borrow money from their friends in the east, or to invest money 
for those friends; and the eastern capitalist declined to lend, 
if his money was to be subject to taxation under laws which he 
did not understand, and by authorities about whom he knew 
nothing. Consequently it became necessary to devise some 


‘Mr. Justice Harrison, in the opinion of the court in Hewitt v. Dean, 91 
Cal., §, goes so far as to assert that this is *‘in entire harmony with the spirit 
of the constitution.” An assertion which is scarcely in ‘‘ harmony” with the 
views expressed in the convention. 

*Four southern counties: Los Angeles, Orange, San Bernardino and San 
Diego had a population of 56,000 in 1880 and over three times that, or 175,000, 
in 1890, while the increase in San Francisco was less than 25 per cent. 
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method by which the lender could be assured a net rate, the 
mortgage tax being assumed by the borrower. 

The devices tried for the evasion of this troublesome provi- 
sion of the constitution are well nigh as numerous as those 
invented for the evasion of usury laws. One of those which 
was early decided to be futile, was to have the agreement by 
which the mortgagor assumes the tax taken on a separate 
piece of paper.’ Another futile device was to insert a clause 
in the mortgage allowing the mortgagee, in case of foreclosure, 
to include in the debt all payments made by him for taxes. 
By another section of the constitution the mortgagee is 
allowed, in order to protect his interests, to pay any taxes 
assessed upon the property and to add such payments as he 
makes on behalf of the mortgagor to the amount of his claim.? 
But this cannot be construed to apply to the taxes assessed 
on the mortgage. 

Possibly the oldest and certainly the most widely used of the 
successful devices invented for this purpose is that of a contract, 
separate and distinct from the mortgage, in which the creditor 
agrees to reduce the interest in case the debtor pays the tax. 
This method is so common in the south that the law stationers 
carry regular blank forms for these contracts.*. To show how 
this is done let us suppose that the net rate agreed upon is 7%, 

1 Burbridge v. Lemmert, 99 Cal., 493. This has recently been reversed ; 
London and San Francisco Bank v. Bandmann, 120 Cal., 221. See below, p. 65. 

2 Marye v. Hart, 76 Cal., 291. 

’ Harralson v. Barrett, 99 Cal., 607; Garms v. Jensen, 103 Cal., 374. 


4A common form is as follows: 


1.08 ANGBIRS, . oo. 2<<ccnecces 189 
Fora Valuable Consider atiom 6.52 sive wns sacscnsenanekecnsqusveseuanecaeat 
hereby promise and agree to give credit for.....--- per cent. Of the............ 
per cent. interest on the mortgage note signed by............-------.----....- 
sp Cen ath sel EERE MEMEN SEES ee a | eee, 
DIONNE GUM sdb cot d ccm etape Sab ipet kia iene omnes pay on or before the 15th 


day of December of any year after the present during the continuance of said 
note unpaid and present to us proper official receipts showing the payment of 
all taxes against the property covered by the mortgage securing said note for 
that year, respectively. 
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and that the tax rate in the locality has never been known to 
exceed 2'4%. It would then be probable that the mortgage 
and note would be drawn for 10%. After that a separate 
contract is drawn up by which the lender agrees to credit the 
borrower with three per cent. of the interest on receipt of 
evidence that the tax for the year has been paid. The margin 
left between the net rate agreed upon and the nominal rate in 
the mortgage must of course be large enough to leave ample 
room for fluctuations in the tax rate; for if, in our assumed 
case, the tax rate for any given year should rise to 344%, it 
would be to the advantage of the borrower to default the 
payment of the tax and pay the full 10% interest. The 
legality of this practice has been emphatically sustained by the 
Supreme Court on the ground suggested above.' This practice 
is nearly universal in Los Angeles and the other southern 
counties. But it has not yet become general in the northern 
counties, although its use is increasing very rapidly at the 
present time. 

Another successful device is that of an oral agreement on 
the part of the debtor to pay the tax on the mortgage. Such 
an agreement not being of itself valid or enforcible, could not 
affect in any way the complete validity of the written contract, 
that is, of the mortgage.” It does not matter what the purport 
of the oral agreement may be, it does not prevent the mortgagee 
from collecting the interest on the mortgage. As a matter of 
fact these oral agreements take a great variety of forms. That 
the practical application of a constitutional provision can be 
evaded by so simple a device as an oral agreement is surprising.’ 
That the courts have repeatedly sustained such trifling with 
the obvious and well known intent of the law, must have some 
explanation in the character of the facts involved. The 
explanation is not far to seek. The judges on the Supreme 
Bench have repeatedly expressed the opinion that the assess- 


Hewitt v. Dean, gt Cal., 5. 
* Daw v. Niles, 104 Cal., 106; Harrelson v. Tomich, 107 Cal., 627; Calif. 
State Bank v. Webber, t1o Cal., 538 ; Fisk v. Casey, 119 Cal., 643. 
‘Cf. the dissenting opinion of Mr. Justice Garoutte in Daw v. Niles, 104, 


Cal., 120 esp., p. 125. 
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ment of the mortgage raises the rate of interest and the burden 
of the tax invariably falls on the debtor. Over and over again 
they have argued that if ‘money will command a given rate 
f interest without the burden,’”” the money lender “will be 
vigilant to see that the borrower assumes the burden, either 
by express stipulation or in the form of increased interest”; or 
that “this is a law of human nature which statute laws are power- 
less to suppress and which pervades the whole realm of trade, 
governed by the law of supply and demand”; or that the trans- 
action is governed by “an immutable, inflexible law of trade.” 
Moreover, in all the cases in which it was shown that the 
debtor had agreed to pay the tax, the rate of interest was 
reduced by a corresponding amount, and the actual burden 
borne by the debtor was not increased, but rather reduced by 
the evasion of the constitutional provision. Since, by its own 
‘inherent defect * * * the supposed policy of the consti- 
tution is rendered incapable of enforcement by any action of 
the courts,” no useful end is to be attained by objecting to the 
practices in question.’ 

The feeling that the provision of the constitution which 
requires the mortgagee to pay the taxe accomplishes no good 
and really increases the burden of debt, and that its evasion 
affords the debtor a genuine relief, while working no injustice 
to the creditor, probably accounts for the far-reaching opinion 
rendered in the recent case of the London and San Francisco 
Bank vs. Bandman, 120 Cal., 221 (decided March 31, 1898). 
In this case it was held that a valid agreement not simultaneous 
with or directly a part of the mortgage providing for the 
payment of taxes by the mortgagor does not violate the 
constitutional provision. This sweeping decision makes a 
constitutional provision entirely devoid of meaning and brings 
the California system of taxing mortgages into practical con- 
formity with that of Massachusetts. That is, the two parties 
to the mortgage can make any agreement they please as to 
the payment of the tax. 

' Expressions similar to those quoted are very numerous in all the cases cited 
in this article. See esp. Savings and Loan Society v. Austin, 46 Cal., 486 ; 
People v. Hibernia Bank, 51 Cal., 249 ; Daw v. Niles, to4 Cal., 119. 
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Thus it is that this famous “experiment in taxation” has 


come to an end.! 


Conclusion. It is clear from our investigation that the 
constitutional method of taxing mortgages has encountered the 
same difficulties which render the enforcement of a usury law 
impossible. A law aimed especially to help the borrower at 
the expense of the lender is from its very inception unfair. In 
fact, it injures the borrower instead of helping him by narrowing 
the supply of capital offered to him and raising the rate of 
interest. It injures the business community by compelling the 
use of roundabout and expensive methods to accomplish simple 
things. It lessens the respect for government and for all law 
by compelling men to resort to under-handed devices to accom- 
plish ends which of themselves are perfectly just and honorable. 

This method of taxing mortgages is entirely unscientific, and 
from the point of view of the general theory of taxation it is 
easy to see why it has failed to work well. It is entirely out 
of harmony with the rest of our system. There is a funda- 
mental distinction, too often lost sight of, between taxes on 
“things” and taxes on “persons”; between real taxes (from 
res things) and personal taxes. It is impossible to mix these 
two distinct systems without producing fatal incongruities. 
With the sole exception of mortgages, the California general 
property tax is a real tax, (a tax on things, not on persons). 
Thus the law expressly allows the assessment of property to 
unknown owners, and invariably makes the tax a lien on the 
property. The entire procedure is to find the property first, 
attach the tax to it and then let the owner appear, and in 
protection of his rights pay the tax and thus remove the lien. 
The deduction of debts from the property is one of the dis- 
tinguishing features of the opposite system; that of personal 
taxation. The primary aim then becomes, not to make all 
property, contribute, but to make all persons contribute in 
proportion to their net property. To take this characteristic 


' An amendment to the constitution, purporting to abolish the mortgage tax, 
but really making the matter much more complicated, was defeated at the polls 
in 1896. 
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feature of a personal tax and apply it to one item in a general 
system of real taxes, is to mix incongruous elements. It is 
illogical and unscientific, and cannot be expected to work well. 
In some of the cantons of Switzerland mortgages and all other 
debts are deducted from the property assessed to the citizen, 
but in these cases the property tax is an integral part of a 
general system of personal taxation of which an income tax 
is usually the main feature. There, too, the rate is progressive, 
and rarely rises as high as one-half of one per cent.; and the 
property tax is so adjusted to the whole system that there is 
no temptation and little opportunity to shift the burden. 

Without first making a fundamental change in our present 
system of taxation, the only logical procedure is to assess the 
property to the owner and to pay no attention to the mortgage. 
The constitution should be so amended as to sanction what 
is now accomplished by under-handed methods of doubtful 
propriety. 

CarRL C. PLEHN. 
University of California, 



































THE POLITICAL DRIFT OF GERMANY. 


] N the stirring events of the last few months Germany seems 

to have attracted less than her usual share of attention. 
British politics are as interesting as ever and still hold Europe 
in suspense. Russia, too, is as mysterious and France as 
sensational and Austria as chaotic as usual, while the recent 
discovery of America by the powers of Europe has added a new 
subject of interest of the first order. But in all this time 
Germany has been doing nothing to attract attention. She 
seems to have no quarrel in China or Africa and has taken no 
part in the settlement of the affairs of Crete. She has not even 
a Dreyfus scandal to break the monotony of her humdrum pros- 
perity and sell her daily papers. As compared with the days 
of Sadowa and Sedan, the present life of the nation seems 
uneventful, to some even unworthy, for men still cry for bread 
and circuses and are not content with bread alone. 

But it does not follow that nothing of importance is happen- 
ing in Germany, simply because there is a dearth of dramatic 
and striking events. Quiet is not necessarily stagnation any 
more than bustle is necessarily progress. The years between 
the Crimean war and the battle of Sadowa also seemed 
uneventful for Germany and full of achievement for France, 
but we do not now so regard them. Modern experience has 
more than once illustrated Spencet’s dictum that history should 
be something more than a gossip about kings. It is a question 
of the utmost interest, therefore, whether anything of import- 
ance is preparing to happen in these days when nothing seems 
to be happening. 

Among the problems which claim our attention the most 
important is certainly that of the Imperial Federation. For it 
must not be supposed that the formal inauguration of the 
imperial government and the coloring of all the German States 
one tint on the map of Europe disposed of that question. 
Americans cannot be too strongly cautioned against judging 
such a federation after the analogy of their own. To judge it 
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even by analogy with our Union of a century ago, though more 
just, would still be in some ways too favorable a comparison. 
The war that united our thirteen original States was long and 
well calculated to develop the feeling of community of interest. 
Moreover, these States, jealous and unsociable as they were, 
presented no great difference of religion or interest, they were 
not dangerously unequal in power and they had never been at 
war with one another or suffered spoliation or dismemberment 
at one another’s hands. The reverse of all this is true of 
Germany. The north is Protestant and the south in general 
Catholic, with considerable differences of culture and tradition. 

The States have been at war at intervals for centuries, and 
cherish the memories of countless aggressions. They are 
exceedingly unequal in size, Prussia being more than a match 
for all the rest put together. In some of the most critical 
periods of the national history, as in the Napoleonic wars, these 
States took opposite sides. Finally. the union, instead of being 
the result of a spontaneous popular uprising and a long com- 
panionship in a willing struggle, was effected by a piece of 
incomparable diplomacy and a brilliant but essentially artificial 
war. It is no disparagement of Bismarck’s greatness to say 
that the union he ultimately secured was artificial and strained. 
The only wonder is that he accomplished even that much. He 
justly relied upon the intrinsic advantages of the union itself 
to perpetuate and complete his work. This has not yet been 
accomplished, and it is interesting to inquire how far and why 
the result has been delayed. 

I have already said that the American colonies had little 
reason to be jealous of one another, but they were jealous, as we 
all know, to a degree which taxed to the utmost the ingenuity 
and patriotism of our forefathers. There is no telling what 
the result might have been had they not been speedily outvoted 
by new States which were creations of the Union and strangers 
to the jealousies that came with independent existence and 
which never became to the minds of their citizens anything 
essentially more than administrative districts in the government 
which had already taken possession of their sympathies and 
become the goal of their patriotic ambition. It seems to us 
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perfectly natural that this should become the dominant temper, 
and that the jealous particularism of the original colonies 
should disappear. But the only reason why this seems natural 
is because it is what has happened, and it is by no means 
unthinkable that the reverse might have happened, the indi- 
vidual States developing local interests and local feeling which 
should alienate them from the larger body. Indeed such 
tendencies have been by no means unknown in our history, 
and if they have been overborne it is due to circumstances which 
are by no means to be taken for granted. I will mention one 
of these which it seems to me has been unduly neglected and 
which 1s in sharp contrast with the situation in Germany. 

The American States form natural stepping-stones for 
individual ambition. Every honor within the gift of the Federal 
government is open to all citizens of all the States. When a 
man becomes Governor of a State, therefore, the natural thing, 
indeed we may now say the traditional thing, is for him to step 
into the Senate and clim) as much higher as he can. It follows 
naturally that these State offices lose their character of finality 
and become little more than preliminary examinations for the 
higher Federal positions which monopolize the attention of the 
men of ambition and influence in the several States which are 
thus forced into a natural rivalry of patriotism that each may 
deserve well of the great dispenser of power and patronage. 
Next to freedom of trade nothing has tended so much to 
solidify our Union as freedom of individual ambition. 

But Germany is a union of monarchies, and the monarchs, 
small and great, have no possibility of greatness outside of their 
own territories. This bottling up of ambition tends strongly 
to perpetuate the particularism of the German States. The 
hereditary ruler of a petty State and all his relatives and court, 
the very existence of which is perhaps a nuisance, knowing 
that they are nothing outside of these narrow limits, naturally 
consecrate all their energies to the magnifying of their nominal 
functions and the maintenance of their sorely menaced prestige. 
Their influence over the prejudices of their subjects is enormous. 
They rule by a right which is not only established in tradition 
but confirmed by law and by the analogy of the whole imperial 
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organization. Their establishments, however expensive and 
useless, are evidences of local consequence, and are regarded 
with more pride than an American town feels in its model 
flouring mill or shoe factory. It requires little skill on the part 
of the representative of these interests to organize these preju- 
dices into a stubborn resistance, and the disposition to do 
so is seldom wanting. 

How different would all this be if the ban of law and tradition 
were withdrawn and these men were offered on opportunity 
to make a career for themselves in the empire itself. Tell the 
petty prince that after a couple of years of good behavior as 
prince he may become a member of Congress or an ambassador, 
and his particularist activities will cease. The empire, from 
being a menace to his importance, becomes a means of increas- 
ing it. 

Of course no such change is possible or perhaps desirable, 
which simply means that the social ban that separates aristoc- 
racy from democracy cannot be removed. A proposition to 
thus open to these men who hold hereditary positions, other 
positions dependent on election or mere practical accomplish- 
ments, would be rejected with inexpressible disdain. Their 
instinct, a feeling too deep to be questioned or to be formulated, 
is that hereditary rank is a divine appointment carrying with 
it substantial guarantees of intrinsic superiority, while position 
derived from the people, even the highest, is the gift of inferiors 
and is essentially base and extrinsic. Frederick William IV 
refused an empire on the ground that it was offered as the 
result of a popular movement. This aristocratic feeling, that 
rank is born in a man and cannot be put into him in any other 
way, is not confined to the few reigning families, but pervades 
all the official classes of the empire. The army is an example. 
Though nominally democratic in organization, it is virtually 
aristocratic. A man may rise from the ranks to the position of 
commissioned officer, but the conditions are made so difficult 
that army commissions are practically a monopoly of the 
aristocracy of birth. This monopoly is intrenched in the minds 
of the people, not merely by technical proficiency but by a cer- 
tain courtliness and distinction of manners which has at all times 
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commanded popular homage. And when we remember that 
the stationary aristocrat finds his disdain of democratic appoint- 
ment reinforced by a consciousness that any possibility of 
advancement would be coupled with a probability of abasement, 
we can understand how chimerical would be a proposal to 
reorganize the German federation on a democratic basis. 

But this does not alter the fact that monarchies can not be 
federated like democracies. It makes a difference whether the 
successive steps that lead from littleness to greatness are used 
to climb on or to sit on. Federation is a natural method of 
uniting democracies, and incorporation of uniting monarchies. 
That the German States should have consented to federation 
even under circumstances of exceptional enthusiasm and 
exceptional danger, was due to a combination of personalities 
such as is rarely met with in human affairs. One must live in 
Germany to appreciate the transcendent genius of Bismarck 
and his adaptation to the German people. By a series of 
achievements far more brilliant than anything in the career oi 
sonaparte, he imposed himself upon the German people, half 
by admiration, half by terror, until his personality outweighed 
that of all the petty particularists who resisted him. While 
he aroused terrible resentments, he made an irresistible appea! 
to both the interests and the fears of the German people and 
enforced the most unwelcome changes by the overpowering 
sanction of acknowledged greatness. And by his side stood 
the old emperor, the sharer of his laurels and the embodiment 
to the German mind of that benign dignity which is the soul 
of kingship. No Hohenzoller ever lived who was better 
fitted to overcome the prejudice against the rule of Prussia. 
An empire which is the product of personal genius can not but 
be jeopardized by the disappearance of that genius if it has not 
been ratified by the slow acting forces of social evolution. It 
can hardly be doubted that the removal of the two great 
founders of the empire almost at the same time, the one by 
death and the other by retirement from active political service, 
has interrupted and in a measure undone their work. Their 
successors are conscientious men, probably, too, men of great 
ability, but they are without prestige, and an unkind destiny 
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has bequeathed to them heavy responsibilities without glitter- 
ing opportunities. Their successes have been such as pass 
unnoticed, while their failures have been magnified by a stil! 
vigilant discontent. Glittering pageant ill conceals the fact 
that the present emperor does not wear the mantel of his grand- 
father. Thoughtful Germans are a unit in the opinion that the 
empire is not holding its own, and numerous occurrences seem 
to justify their conclusion. It certainly is not encouraging to 
the friends of German unity that Bismarck’s death should have 
been the occasion of public rejoicings in Germany rather than 
in France. Germans have had time, one would think, to get 
a true perspective and to form a true estimate of his services, 
but these do not yet outweigh to their minds the injury which 
they suffered when more than a generation ago he set his iron 
heel upon their particularist pride. The loss of fancied local 
importance more than outweighs their share in the nation’s 
glory and power. This manifestation of local feeling is 
peculiarly striking but it is by no means unique. The recent 
visit of the emperor to Hanover gave ample evidence that ’66 
was not forgotten and not forgiven. 

But the most striking illustration we have had of late is the 
case of Lippe-Detmold, which is now agitating the country from 
one end to the other. This principality has about one-third 
the area and population of Rhode Island, but though its wealth 
is not nearly so great in proportion, it has its court and its 
princely family, two of them in fact, for from this has come all 
their trouble. A court of arbitration presided over by the King 
of Saxony was convoked to settle the question of right, and 
the fortunate claimant entered upon the enjoyment of his 
princely patrimony. But his satisfaction was of short duration, 
for, approaching his residence, the sentinels on duty beat their 
drums and did him appropriate honors, but refused these honors 
to his children. Remonstrance to the officer in command 
elicited the fact that this was in obedience to orders emanating 
originally from the emperor. Then there was consternation 
in Lippe-Detmold, for this meant that the emperor, while 
recognizing the claim of the present incumbent as established 
by the arbitration, did not recognize the right of his children 
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to the succession. The rub came here, that in the veins of these 
children there flows the blood of an American woman, which 
is held by some, the emperor among others, to vitiate their 
claim to any standing in this German close corporation limited, 
whose charter is the divine right of kings. The matter has 
created an incredible sensation and bids fair to shake the 
empire to its foundations. Not that the real question of the 
succession interests anybody, for the great mass of the German 
people care no more than we do whether the Prince of Lippe 
has an American taint or not. The real question is as to the 
right of outside interference in questions of succession. Curi- 
ously enough, everybody seems to see in the affair the insolence 
of Prussia. It is this phase of the affair which gives it its 
interest for us outsiders. The whole occurrence is symptomatic 
of the condition of German feeling. It shows clearly that to 
Germans outside of Prussia the emperor is not a German as 
his grandfather was, but a Prussian, and any assumption of 
authority on his part, though done in his imperial capacity, is 
regarded as an aggression of Prussia. The possibility that in 
the event of a disputed succession in Bavaria or Wurtemburg 
the emperor or any other imperial authority might attempt 
to influence the decision, excites the liveliest anxiety, because 
that means practically, whatever it may be theoretically, the 
influence of Prussia. This feeling is of such concern to the 
interests of Germany as a whole, that Germans of every rank 
and locality have united in regretting and condemning the 
emperor's apparently unnecessary action. An extract from a 
paper of undoubted imperial sympathies may serve as an illus- 
tration. 

“The whole question of state turns upon a bit of command- 
ing, drumming and presenting arms, and to offend a State of 
the empire, however liliputian, to arouse the separatist feeling 
of the States to new sensitiveness and to occupy the attention 
of the Federal Council, all for the sake of mere externals like 
these, is to mistake the true proportions of things 
For the count-regent the military salute and the title of *high- 
ness’ for his sons is important; for him it is a question of honors 
before the house and in the house, of large rights in his little 
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State; for great Prussia these are ridiculous trifles. How 
can her welfare be disturbed by a little drumming and saluting 
more or less in a garrison regiment? Why, then, this rigor? 

As an offset to the empty courtier phrases which 
find utterance in certain circles, in particular newspapers and cut 
and dried after-dinner speeches, free speech becomes a duty and 
especially on the part of those who cannot be suspected of anti- 
nationalist or anti-monarchical sympathies. He who does 
not hide his head in the sand will confess that since the death 
of Emperor William the First the imperial idea has decidedly 
lost ground. And whoever is obliged to listen to the innumer- 
able jests against the monarch which are heard in every society, 
in all gradations between harmless fun and scathing criticism, 
is wrong not to labor for an improvement in existing relations.” 

My own impression, based on very varied observation, is that 
these words rather understate the facts. I do not mean to 
imply that anyone seriously thinks of dissolving the imperial 
federation or that such an event ts likely to take place, but there 
is serious and growing friction within the empire for which the 
action and bearing of the emperor is usually the pretext and to 
some extent the cause. The advantages of the union are too 
obvious to be lightly thrown away, but the irritation which 
accompanies it can not fail to modify its development, if it does 
not jeopardize its existence. The meaning of it all is that a 
policy of tactless centralization is being opposed by a sentiment 
of sullen separatism which the genius of Bismarck and _ his 
imperial assistant did so much to repress. 

In close connection with this movement stands the parlia- 
mentary situation in Germany. It is known that the parliamen- 
tary system here differs from that of England in important 
respects, but how important these differences are is not always 
understood. In England, as is well known, the House of 
Commons is supreme, the Ministry being its servant and the 
monarch its ornamental seal. In Germany no such supremacy 
of the Commons (Reichstag) exists. In theory these are 
coordinate powers, but theory has little to do with it, least of all 
where it affirms codrdinate powers. In the nature of the case 
coordinate powers are a mere fiction. One or the other is 
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bound to acquire a preponderating influence as a condition of 
efficiency. The supremacy of the English House of Commons 
is not a matter of theory or of prearrangement. It is a matter 
of growth, but it is now so firmly established that no force of 
personality could alter it. In Germany the growth is in 
progress, but it is not complete, and it is doubtful whether the 
final equilibrium is even foreshadowed. Everyone knows 
where the center of gravity was ten years ago. Bismarck was 
not omnipotent, but he was certainly supreme. Doubtless his 
power lay largely in his regard for public sentiment, but that 
sentiment was to him as clay in the potter’s hand instead of 
already baked into an idol before which the petty politician 
bows in craven worship. But Bismarck’s supremacy was that 
of the man rather than of the office, and it contained no guaran- 
tee that the equilibrium thus established would be permanent. 
The present balance is a matter of dispute. The emperor is 
much in evidence, and the chancellor is a most inconspicuous 
man, but whether this means that the emperor is the dominant 
personality is more than doubtful. But this is a minor question, 
destined to have no permanent influence on German constitu- 
tional development. The one fact that is alike certain and 
significant is that the Commons are not gaining the supremacy. 
It is losing none of its formal rights as the English House of 
Lords has lost none of its formal rights, but it is losing, as the 
latter has lost, its effective power of legislation. The temper 
of acquiescence seems to be slowly stealing over its deliberations 
like a paralysis. A radical member of this body said recently 
in a powerful speech that resistance to the government’s 
projects was becoming more and more rare, and he added that 
it was his conviction that henceforth no important measure 
was likely to encounter effectual opposition. This temper oi 
acquiescence becomes the more significant when we consider 
the nature of the legislation which the government has secured 
from it. It is of a character to practically minimize the func- 
tions and tie the hands of the Legislature. One after another 
of the important interests of the empire have been erected into 
institutions as they are called, which practically means that 
they are given over to bureaucratic management. When such 
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an institution is established it becomes independent of annual 
appropriations and the government can go on collecting and 
appropriating the established taxes for its support. The Com- 
mons can of course in theory undo its work and unmake the 
institution, but it must then take the initiative. a very great 
disadvantage. There is nothing to provoke discussion and 
challenge debate, and the lethargic tendency, already strong, 
is accentuated. With the great naval grant of last year the 
edifice of institutions becomes well nigh complete. The Com- 
mons may thus be said to be settling down to a sort of pompous 
impatience. This doesn’t mean that the empire is becoming 
tyrannical, for where the conditions of public opinion exist 
governments can only rule by regarding it. The advantage of 
parliamentarism over bureaucracy is not that it alone gives 
expression to the popular will, but that it gives better and safer 
expression to it than any other system. That at least is the 
Anglo-Saxon prejudice. 

If we ask how it is that in a progressive country bureaucracy 
is gaining on parliamentarism, the answer must be that the latter 
is essentially an artificial system here and one quite in advance 
of the political opinion of the country. The bureaucracy has 
definite aims and consistent ideas of how to attain them, and 
the people have not. Nothing indicates so clearly the political 
unripeness of German public opinion as the chaos of parties in 
the Commons, some dozen or more being represented with no 
clear group affiliations. These only need to be skilfully played 
off against one another to make organized opposition impos- 
sible. There is reason to believe that the government does not 
rely entirely upon chance for the maintenance of a condition of 
things so favorable to its designs. The gross manipulation of 
elections so common in Spain and Italy are indeed rather 
impracticable here, but manipulations of a more appropriate 
character are not unknown, as the following incident will show. 

On arecent walking trip in Thuringia I got acquainted with 
an intelligent official from Prussian Poland. He came origin- 
ally from western Germany and could not be suspected of a bias 
in favor of the Poles. I thought it a good opportunity to find 
out about the Polish troubles which are a subject of constant 
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discussion in the Berlin papers. He said the relations between 
the two races were absolutely friendly in his district, and so far 
as he knew, everywhere so far as local issues were concerned, 
but that friction was deliberately maintained by the manipu- 
lations of the central government. In his own town the race 
line was never drawn in local elections, but in parliamentary 
elections, for which he was inspector, he had himself received 
a circular letter of instructions from the central government 
ordering him to gerrymander the election districts so that the 
Germans could outvote the more numerous Poles. Thus it 
appears that the government finds the Polish question useful 
and maintains it. A strictly impartial management of elections 
here is indeed quite beyond the present horizon of public 
opinion. A lady of my acquaintance asked a German why the 
Australian ballot was not adopted here, explaining its workings 
and merits. It was amusing to watch the horror of the man as 
he replied: “The government print a ballot with a socialist 
ticket on it! Never!” 

There are not wanting signs, however, that the present drift 
toward bureaucracy is but a surface movement, an eddy in a 
mightier current which is moving all the other way. While 
the political faith of those who speak the English tongue 
inclines them in any case to doubt the stability of any govern- 
ment not immediately and frankly responsible to public opinion, 
there is little need of appealing to this prejudice to support the 
conclusion that the days of German bureaucracy are numbered. 
The external sign of this change is found in the ominous growth 
of the social-democratic party. The sign, I say, for it is not 
the substance of the change, which includes other elements less 
conspicuous but more potent. 

The horror with which the bureaucracy regards the social 
democracy was not exaggerated by the German already alluded 
to. Yet it must not be supposed for an instant that this horror 
is based on any fear of socialism. The objections which an 
Englishman or American would make to their program, that 
it would destroy individual initiative and create an all-over- 
shadowing officialism, would be its chief recommendation to 
men whose lives are devoted to exalting the official function 
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and who see in the triumph of paternalism the coming of the 
millennium. The social democracy is terrible to the conser- 
vative court party not because it is socialistic but because it is 
democratic. Both parties believe in magnifying the state, but 
each desire to control the state. And while each agrees that 
the state should exercise a supervision and control over indi- 
vidual activities to which we are neither accustomed nor 
favorably inclined, they differ most radically as to the ultimate 
sanctions and objects of political authority. Between the divine 
right of kings and the sovereign will of the people there is no 
compromise and no truce. And these are the two principles 
that are slowly rising above all others and aligning the scattered 
elements for the great struggle. 

At the beginning of the movement there was the usual 
assortment of parties, varying from extreme conservatism to 
extreme radicalism. At the one end stood the social democ- 
racy, a small group of rabid socialists who were opposed to 
the principle of monarchy itself. At the other, stood the 
various groups of conservatives who were interested in main- 
taining the status quo, and who emphasized the monarchical and 
aristocratic features of social organization. Between these 
stood numerous groups all calling themselves liberal and all 
believing in constitutional monarchy and a progressive develop- 
ment of parliamentary government. The significant fact in the 
development of the last twenty years is the virtual disappearance 
of these moderate groups and their absorption into the two 
extremes. The growth of the secial democracy has been 
phenomenal. Beginning as a mere handful of impractical 
enthusiasts, it was able as long ago as 1893 to poll over seven- 
teen hundred thousand votes, considerably more than were 
polled by any other party. At the parliamentary elections of 
this year it increased this vote by nearly half a million. The 
growth of the conservative party has been less calculable and 
probably less considerable, but it too has grown. Thus we 
have a sort of division of parties into progressive and conser- 
vative groups, but under the auspices of the extremer elements 
which give to the groups an appearance and to some extent 
a character more extreme than their constituency warrants. 
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They seem to represent, not liberalism and conservatism, but 
radicalism and reaction. 

It would be a great mistake to take these parties entirely at 
their word. This is especially true of the social democracy. 
Its rapid growth is not the slightest proof of the growth of 
either socialism or democracy in Germany. Every accession 
to its ranks has been secured by a moderation of its demands, 
until now not a single distinctively socialistic proposal is con- 
tained in its program. It is now an open secret that the party 
could not carry a socialistic measure of any consequence even 
within its own membership. It has become merely a powerful 
party of liberal opposition which draws the support of thousands 
of thoughtful and practical men. 

The growth of the conservative party or group does not seem 
to have been accompanied by any such progressive moderation 
of its principles but rather the reverse. While the radicals 
have been making continual concessions to the moderate 
liberals, the conservatives have been making their cooperation 
increasingly impossible. So far as they have gained it has been 
due to special circumstances. The two principal parties in this 
group are the agrarians and the Catholics. The former party 
has been created and maintained by the pressure of foreign 
agricultural competition. Its objective point is high protection 
for agricultural products, and it pursues this class interest with 
a shameless audacity and an indifference to means which it 
would be hard to parallel. Where exorbitant tariff fail to pro- 
tect obsolete methods of agriculture and guarantee accustomed 
rents, recourse is had to direct prohibition in the pretended 
interest of health. We are all familiar with the exclusion of 
American pork, which has so often seemed an evidence of 
German hostility to America. Not in the least. We are not 
the only sufferers. Other countries, such as Holland and Bel- 
gium, have suffered more severely and with less excuse. The 
real character of these measures is known to every intelligent 
German. Long ago a large prize was offered in Germany to 
any one who would prove that a single case of trichinosis had 
ever been caused here by eating American pork, but no one has 
applied. But the effrontery of these measures is forgotten here 
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in contrast with some of those which are of purely domestic 
application. The law governing the excise on spirits is one of 
the most barefaced subsidies to the large land owners to be 
found on the statute books of any nation. The legislative 
efforts of the party have recently included a proposition for 
compelling laborers to remain on the large estates under con- 
ditions which they seem increasingly unwilling to accept, i. v. 
a virtual return to serfdom, and a determined opposition to a 
canal project which would confessedly be invaluable to the 
commercial and industrial development of Germany, but would 
apparently lower the price of foreign grain. The unblushing 
character of these proposals is only exceeded by the manner 
in which they are urged. This is fairly typified by the action 
of their bully of a leader, Baron von Stumm, who having 
engaged in an economic controversy with the aged Professor 
\VWagner of the University of Berlin, with the result that might 
have been expected, ended by challenging him to a duel. Only 
an economic change involving great hardship could have raised 
such elements to influence and maintained their power against 
the wrathful and rising tide of the social democracy. As it is, 
there is strong evidence that their star has passed its zenith. 

The Catholic party represents an apparently alien issue in this 
confused struggle. Its purpose is to secure increased recogni- 
tion and influence for the Catholic Church. In other questions 
it has but a secondary interest, though its tendencies are natur- 
ally conservative. It has been distinguished by leadership of 
incomparable astuteness, and has gained by every blunder and 
every deadlock of the factions opposed to it. It has unques- 
tionably succeeded better in accomplishing its purpose than any 
other party, but it has incidentally contributed to the accom- 
plishment of purposes which were not its own, and which will 
have more interest for us as well as for posterity. It was the 
only party after the social democracy which showed a noticeable 
gain at the last parliamentary election. 

But the drift of parties is not the whole story, as it would be 
with us. The monarch is still a power in German politics, and 
he who omits that factor from his calculations reckons without 


his host. When William II ascended the throne, the monarchy 
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stood at the parting of the ways. Doubtless some things in 
the nature of monarchy tend toward conservatism. The 
i extreme conservative will support a conservative monarch while 
4 the extreme radical will not support a radical one. The tem- 

porary conditions, too, which have strengthened the conserva- 
; tive parties had their influence. But a liberal monarch may 

forego both extremes and find in the support of moderate 









} elements a permanent guarantee of power. That is what a 







| 
i | Frederick or even a Bismarck would have done. But William 
1} { I] is not a liberal monarch. He is conscientious, industrious, 
i perhaps able, but he is not liberal. The difficulties of his 






position are enormous, and he may well be excused if he does 
not always meet them successfully, but in his manner of meeting 
| them it is impossible not to discern certain instincts that seem 
to us medizeval. In connections where we are wont to expect 
a recognition of the supremacy of the popular will he is fond of 
| asserting the divine right of kings, while an ever-increasing 
lavishness of display and jealous repression of criticism com- 
plete the medizval character. To such a temperament a 
policy of progressive liberalism, looking to the establishment 
of a tempered democracy of the English type, was manifestly 
impossible. In no department of the government has reaction 
been more conspicuous than in the ministry - itself, which 
certainly expresses primarily the personal choice and temper 
of the monarch. It is unnecessary to enumerate the illiberal 
acts which have succeeded one another with increasing 
} frequency in recent years. One or two illustrations will suffice. 
H) The punishment of lése-majesté, or disrespect shown to the 
iF emperor, is one of the best thermometers of liberalism which a 
" monarchical government affords. The law is justified in the 
interest of public order, precisely as is the punishment of 
| contempt of court. But the offense being one which can be 
‘ 



















defined only in general terms, the enforcement of the law 
involves a large use of judicial discretion, and therefore, 
reflects plainly the temper of the court. The drift of interpre- 
tation in this connection may be summarized in a single sen- 
tence. Criticism of the emperor is /ése-mayesté. I do not mean 
that such a decision has ever been formulated or perhaps 
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consciously reached, but that the trend of interpretation is that 
way cannot be doubted. There is less and less room for 
respectful difference of opinion and more and more of the 
assumption in a painfully literal sense that “the king can do 
no wrong.” And the worst of it all is that William II does a 
surprising number of ridiculous things. Foreigners, unable to 
explain so ridiculous a performance as that at Kiel, frequently 
assume that the Germans like that sort of bombast, and that 
the emperor is willing to be laughed at by the rest of the world 
if his own subjects are pleased. I have not found a German 
who did not judge those Kiel speeches substantially as we have 
done, except that that which is amusing to us is mortifying to 
him. When the Stoic belief that noble life and high achieve- 
ment were rewarded with immortality, and divinity of character 
was made the basis of emperor-worship in Rome, Seneca, writing 
in the reign of Nero, said of Augustus: “Him we believe to have 
been divine without being commanded to do so.” With like 
significance both as regards things said and things unsaid, a 
German might write of William I: to him we accord all honor 
without being commanded to do so. That the bow is spanned 
too tight is already apparent from the fact that imprisonment 
for lése-majesté is regarded as no disgrace, almost as an honor, 
and more than one editor is suspected of having voluntarily 
incurred the penalty to secure the increase in the circulation of 
his paper which is sure to result. 

More significant but less known is the recent serious 
restriction of the Lehrfretheit or academic freedom which has so 
long been the boasted privilege of German universities. These 
institutions have long been somewhat anomalous elements in 
the German governments. Everywhere else red tape and 
detailed prescription hold full sway, but it was the cherished 
privilege of every university teacher, from the least unto the 
greatest, to teach what he pleased. But it was obviously 
impossible that university opinion should follow the govern- 
ment with sympathy in a policy of reaction, and equally impos- 
sible that the government should be indifferent to the criticism 
of such an influential factor in public opinion. The time- 
honored method of combatting unfavorable opinions by the 
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appointment of additional professors favorable to the govern- 
ment’s policy was tried with little success. Perhaps men of 
real power could not be found to represent these opinions. In 
any case they have attracted but a small following. But the 
government seems too much in earnest to stop with half 
measures. A law has been passed requiring the subordinate 
teachers to submit their program to the dean of their faculty 
for his approval, but as the faculty elects its own dean it takes 
care to elect one who will make this supervision a farce. The 
government was not thus easily to accomplish its end. So 
recourse was had to an old law of 1852 passed under the influ- 
ence of reaction after the revolution of 1848. Under this law 
professors have been prosecuted and removed for taking part in 
liberal political meetings or for utterances or publications 
reflecting on the policy of the government. The latest case 
is at present the sensation in the great academic circle of Berlin. 
A few Danes have drifted across into the former Danish 
province of Schleswig in search of employment or other advan- 
tage. Though their sympathies are naturally Danish, as are 
still those of many of the inhabitants of Schleswig, there is no 
suspicion of political significance in the movement. But with 
characteristic illiberality the government has expelled these 
Danes under circumstances of gratuitous hardship. This pro- 
ceeding has been criticised by Professor Hans Delbruck, one of 
the most brilliant and popular lecturers in the University of 
Serlin, in an article recently published, and the government 
has promptly prosecuted him under the law before mentioned, 
which is directed against state officials who have rendered 
themselves “unworthy of esteem.” The sensation is immense. 
The professor has been greeted every day since the prosecution 
was announced by a perfect ovation from his enormous classes, 
and all Berlin testifies to the esteem of which the government 
declares him to be unworthy. 

| have completed the survey which I started to make. Upon 
William II and his colleagues was laid a task which it seems 
to us impossible to have mistaken. The separatist feeling of 
the German States was to be allayed, local obselete monarchical 
institutions were to be encouraged to encyst themselves in 
oblivion, and above all, the intelligence and aspirations of the 
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present century were to be recognized by a conscientious 
development of parliamentary institutions which should become 
the center of the active political life and so of the patriotic 
feeling of an ever-consolidating empire. The first decade of 
his reign has shown a drift all the other way. Separatism has 
been emphasized by needless interference, parliament has 
been manipulated and cajoled into servility and insignificance, 
monarchy and its analogs in all military and civil functions 
have been exalted and protected against wholesome criticism, 
and finally, freedom of speech has been curtailed in connections 
where 1t was most cherished and most valuable. But the end 
is not yet. Water can be dammed up but it can not be made 
to run up hill. Soon it runs over the dam, at last it carries 
it away. Already two watchwords are heard above all others. 
“Anything to stop reaction” comes from liberals and radicals 
alike, and there is no mistaking what that anything must be. 
“Anything to beat the socialists,” cry the Catholics and the 
agrarians and all their political kith and kin, and they begin to 
make up their quarrel. Which will win? The one that is 
gaining most votes? That is the social democracy so far. 
The one that is most adaptable to moderate opinions? The 
answer would be the same. Let us rather say that it depends 
on which is most in accord with the great movements of our 
modern life. That again is the social democracy. With all 
its nonsense and infatuation, and despite all the uncertainty 
which still hangs over the future of democracy as a means of 
effectually ascertaining and expressing and wholesomely direct- 
ing the ever more exacting popular will, it still is beyond doubt 
that if Germany ever divides into two coherent bodies whose 
general affinities are such as now characterize the governmental 
and the opposition groups, the latter is bound to win. With 
all its excrescences and its heterogeneity, it is the social democ- 
racy that has hitched its wagon to a star. 

And there is reason to fear that the transition will be one of 
those abrupt and disturbing ones which are so much to be 
dreaded in the political experience of nations. The radical 
party, as has been said, is now far stronger than any other, and 
is rapidly growing. For the first time in the last election it 
showed marked strength in the south of Germany. But its 
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stronghold is in the cities, and the tremendous growth of Ger- 
man cities in the last twenty years, a growth in many cases 
equal to that of American cities, has made their apportionment 
of representatives absurdly inadequate. The radicals, therefore, 
keep rolling up larger and larger majorities with but insignifi- 
cant gains in parliament. Still they gain, and now the conquest 
of the over-represented rural districts seems to have begun. It 
cannot be doubted that this party or some other upon which its 
mantle will fall is destined at some future date to win a majority, 
and then the instant result will be a reapportionment of seats 
which will make a reversal of their victory well nigh impossible. 
The conservative elements hang on to their unrighteous 
advantage as though it were a dispensation of Providence and 
the dike that protects them from the destroying flood. But 
the higher they build the dike the more awful will be the flood 
when it breaks. The radical opposition, stung by long injus- 
tice, and ultimately in overwhelming majority, will riot in its 
revolutionary zeal. 

And what will come of it all? Probably nothing very tragic 
or striking to contemplate. Monarchical institutions are not 
so strong in our day that they can dam up the forces of social 
evolution to the point where they can break forth in devastating 
flood. While William II is fond of telling his soldiers that they 
must be prepared to shoot down their countrymen if need be 
at his command, there is little likelihood that they will ever be 
called upon to do so. William or his successor will bear the 
inevitable humiliation when the time comes with such good 
or evil grace as he can muster. It is to be hoped that the 
German people may not be called upon to share in that humili- 
ation, and that their ambitious monarch may make use of the 
intelligence which he apparently possesses to correctly estimate 
his power and the conditions under which he can continue to 
hold it. 

The divine right of kings? Well, yes, in a sense, certainly. 
The nineteenth century has not come to destroy, but to fulfil. 
No century ever recognized more fully that the powers that 
be are ordained of God. But the voice of the people is the 
voice of God. 

H. H. Powers. 


Berlin, Germany. 





NOTES. 


A Book on the West Indies. Among the many books called 
forth by the war, Mr. A. K. Fiske’s “The West Indies” deserves 
mention as a serviceable account of the natural features and political 
history of all the islands of the group. Apparently the author has 
not gone beyond the authorities accessible in English, and in other 
ways the book is obviously the work of a ready man rather than 
of a scholar. The popular misinterpretation of the name Espafola 
as ‘Little Spain,’ may be noticed. Like many personal names in 
English, e. g., English, French, Scott, it is merely an adjective used 
asa noun. Columbus says in his Journal, Dec. oth, that owing to 
the beauty of the island and its resemblance to Castile “I gave it 
the name of the Spanish Isle” (“puso nombré a la dicha isla la 
Isla Espaiiola”’). (G. P. Putnam’s Sons.) 


Mr. Kidd's “Control of the Tropics” is a small book of 
101 pages, of which sixty deal specifically with his topic and the 
remainder are extracts from chapter 10 of his “Social Evolution.” 
His general argument may be thus summarized. The trade which 
both England and the United States now have with the tropics is 
a surprisingly large fraction of their total trade. ‘Their combined 
trade with the tropics actually amounts to approximately some 44% 
of their total with all the rest of the world” (page 14). This trade 
is destined to increase. The policy, however, which European 
countries still pursue with regard to tropical possessions is that 
of exclusion. It is the old policy of using colonies as an estate to 
be worked for the benefit of the owner. “The ruling instinct of the 
occupying Power seems everywhere to be simply to fall back on 
the old idea of the Factory, or of the Plantation—the estate to be 
worked for the profit of those who have taken possession” (page 31). 

Under the circumstances this movement should be checked, and 
the tropical countries should be held and governed by the English- 
speaking countries; that is, England and the United States, “as a 
trust for civilization.” The correlative which the reader is naturally 
expected to draw for himself and which is drawn by Prof. Giddings 
in his very able article in the December number of the Political 
Science Quarterly is that imperialism is the duty of the hour for the 
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United States. One may well agree with Mr. Kidd’s view of the 
kind of government which should be established in tropical coun- 
tries, without holding that it is the duty of the United States to 
establish such a government anywhere. If we hold tropical colonies, 
we should doubtless govern them as he says; but is it in accordance, 
either with our duty or our interest, to hold such colonies? 

The statistical fact which really forms the foundation of his whole 
argument does not carry conviction to the mind of the writer. He 
makes out a large percentage for the tropical trade of England and 
the United States by excluding from consideration their trade with 
each other. According to his own figures, the trade of the United 
States with the tropics in the year considered amounted to 346 
millions of dollars out of 1538 millions, or less than 14; while the 
trade of the United Kingdom amounted to 138 million pounds out 
of 738 millions, or less than %. The striking fact in these statis- 
tics is the great importance of the trade of the English-speaking 
people with each other, amounting in the case of England to over 4% 


- 


and in that of the United States to over %. Indeed, one of the 
effects of the geographical discoveries and mechanical inventions 
of the present century seems to be the turning of public attention 
from the tropical countries, which almost alone appealed to the 
imagination in the 15th and 16th centuries, towards the northern dis- 
tricts, which were formerly supposed to contain little of value. Mr. 
Kidd admits that European colonization in the tropics is impossible. 
The European who lives there is like a diver under water, “alike 
in a moral, in an ethical, and in a political sense, the atmosphere he 
breathes must be that of another region, that which produced him, 
and to which he belongs. Neither physically, morally, nor politi- 
cally, can he be acclimatized in the tropics” (page 54). 

Looking at the sanitary elements alone, one cannot but be 
impressed with the contrast between a Nansen exposing himself to 
every hardship and danger during three years of isolation in the 
Arctic seas, and coming back in perfect health; and a Waring, an 
expert sanitary engineer, going down for a few weeks visit co Cuba 
and falling a victim to yellow fever. It may well be that tropical 
countries will have to be exploited as a food supply for the world 
in the coming centuries, even more than they are now. It does not 
follow that there is any need of hurry. Every year adds to the 
strength of our country, derived from its own resources. Every year 
adds to our knowledge of government and to our ability to cope 
with the climatic difficulties of other zones. Who can doubt, for 
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instance, that the United States would have been in a much less 
fit condition to carry on a war with Spain and to properly utilize 
its results a generation ago than at the present time! 

Mr. Kidd’s book captivates the reader by its seductive style and 
by the high ethical plane on which it is written; but its conclusions 
are not, in the judgment of the writer, warranted by the facts pre- 
sented. 


Statistics of College Graduates. The movements of no class 
of people in the community are more carefully recorded than those 
of the American college graduates. This is especially true of the 
graduates of Yale College, whose whereabouts and occupations are 
the basis of the successive Class Secretaries’ Reports, the high 
statistical value of which we owe to the persistency and intimate 
relations of the class system in the Academic Department of that 
university. 

During the ten years, 1883-1892, 1,468 men were graduated from 
the college. The birthplace, permanent residence and permanent 
vocation of almost all of these is on record; also the vocation of 
four-fifths of their fathers. The distribution among the different 
professions and occupations in the case of both the fathers and of 
the sons is indicated in percentages of all the fathers and sons 
whose records are obtainable, as follows: 








OCCUPATION OF FATHERS; Sons. 
BN i fii in indi Big od ER eR eRe aw ees 19.3% 34.4% 
PRN so dpa msdudccs cdi codeewnokehempoeweas 10.1 6.7 
PERO ck treeus cp evcotuacacueseasasuounes 5.2 g.2 
‘heaching aad Science. ............206542-.00 2.9 12.5 
Learned Professions (and college graduates in 
the case of the fathers) ................. 37.5 62.8 
NE Stasi ied eek aie aes Saeaae 50.7 30.0 
I NN asi we Soe palma secs en: ckbenen 0.7 t,2 
Journalism and Letters... .....<....2...2..2.<- 1.3 2.8 
Farm, Plantation or Ranch.................... 8.0 0.7 
Government Service.............-.------------ 1.0 0.8 
RI Sx kono cies, Sec ouabeuxsecoecion 0.7 {.7 
99.9 100.0 


In an earlier number of the YALE Review (for November, 1898), 
an analysis of the occupations of the graduates of Yale College was 
given. Some of the facts there noted are further emphasized by the 
above table. The fraction of ministers among recent graduates has 
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fallen from a much larger figure to 6.74%. A larger fraction of the 
fathers of these graduates, namely 10.1%, were ministers. Their 
sons evidently turned to other professions. 

Much the same is true of the farmers and planters. 8 per cent. 
of the fathers were so occupied. But of the above generation of 
college graduates less than 14 devoted themselves to agricultural 
pursuits. In the case of business occupations, half of the fathers 
were business men (merchants, bankers, manufacturers, brokers, 
etc.), of the sons, less than one-third were; a striking fact when we 
recall that in earlier times the college education was almost exclu- 
sively a preparation for a professional career, which was pursued so 
largely by the sons of professional men. Of recent graduates, as 
is seen, something less than two-thirds devote themselves to a 
learned profession (law, medicine, ministry, teaching or science). 
3ut of the fathers, only 37.54 belonged to the learned professions 
or had enjoyed a collegiate education. <A large majority, nearly 
two-thirds of collegiate graduates of recent times, at Yale College 
at least, are sons of fathers who have enjoyed neither an academic 
nor a professional education. The college men of to-day are 
selected from a much broader area, geographically and profession- 
ally, than were those of earlier times. The hereditary aristocracy of 
college graduates is a thing of the past. 

As to the profession of teaching and the pursuit of science, the 
fraction has steadily risen till it reaches 12.5¢ among the graduates 
of the above ten years; while of the fathers only 2.9% were teachers 
or scientific men. We must defer the examination of the question 
whether this result must be ascribed to the growing attractiveness 
of the teacher’s profession (in the case of the sons); or to the 
unremunerativeness of the profession and inability (on the part of 
the fathers) to send sons to college. 


FATHERS’ OCCUPATIONS, BY SECTIONS AND IN PERCENTAGES, 


Learned 
Professions Farm 
Teaching (Col. 1-4), and 
and and College Planta- 
Law. Ministry. Medicine. Science. Graduates. Business. tion. 


New England .... 14.6 13.1 5.5 $.3 40.0 47.8 12.7 
Middle Atlantic -. 19.1 7.9 6.6 2.6 42.7 55.6 3.6 
North Center 26.0 6.7 4.3 4.7 48.0 52.7 2.7 
South Atlantic.... 26.7 6.7 13.3 sesso 58.8 26.7 7 
South Center . ie 3.8 nae 53.8 30.8 11.5 
Mountains . aha ate Pe 50.0 25.0 
Pacific ame 25.0 = 33.3 50.0 
Foreign ' 25.0 5.0 — 38.1 65.0 
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The above table classifies the fathers by geographical sections 
and by occupations. The minor occupations included in the first 
table are here omitted. In the divisions of the country, the Middle 
Atlantic States include New York, New Jersey, Pennsylvania and 
Delaware; the South Atlantic States, those from Maryland and 
West Virginia to Florida inclusive; the South Central States include 
Kentucky, Tennessee, Alabama, Mississippi, Arkansas, Louisiana, 
Indian Territory, Oklahoma, and Texas; the North Central States, 
those north of the last division; the Mountain States and Terri- 
tories, the remaining ones except the tier of Pacific States. The 
figures for the Mountain and Pacific States in the above table must 
be neglected, as they are based on too few data. 

As would be expected, farmers and planters are more numerously 
represented among the fathers of the Southern and New England 
students than among those of the Middle Atlantic and North 
Central students. This preponderance of farmers in New England 
must of course be due to the educational facilities and traditions of 
that section; that of planters in the South must be due to the fact 
that they still constitute, not as of old, the bulk, but at least a con- 
siderable part of the well-to-do class. 

It is, moreover, noticeable that the learned professions and college 
graduates are most strongly represented among the fathers of 
Southern students, while in the North Central section the per- 
centage falls to 48¢; in the Middle States, to 42.74; and in New 
England, to 40%. Correspondingly, business men are least 
numerous among the fathers of Southern students, and most 
numerous among those of North Central and Middle States stu- 
dents. It is among the latter that lawyers also predominate. A 
comparison of the type of fathers in New England and in the North 
Central States that have sent their sons to college is interesting. 
In New England roughly half the fathers were business men; of 
the rest the law, the ministry and the farm are about equally repre- 
sented, while medicine and teaching occupy a less prominent place. 
In the North Central States a trifle more than half the fathers were 
business men; one-fifth were lawyers; the ministry sinks to half 
the importance it had in New England; farming to one-third the 
importance; while medicine and teaching occupy about the same 
position that they do in New England. 

Another subject upon which the statistics of Yale College gradu- 
ates throw much light is the interstate movement of population. 
The following figures give the place of birth and the place of 
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permanent residence of approximately all the graduates of the years 
1883-1892: 


New No. 


Center. 


So. 
Atl. 


So 
Center. 


For- 


Mts. Pacific. eign. Total. 


67 


/ 
7I 


6 
37 


Birthplace.... 50 29 


37 


42 
27 


14 
40 


37 
31 


1455 
Residence.-... 33: 1429 

These figures expressed in percentages of their respective totals 
would read: 


New 


Eng 


Mid. 
Atl. 


No. 
Center. 


SO 


Atl. 


So 
Center 


For- 
Mts. eign. Total 


Pacific. 


° 
-. 


Birthplace 34.8 
Residence ... 23.5 45.6 


38.0 15.3 .O 99.9 


100.0 


° 
- 
° 
- 


19.0 5 2. 

Leaving out of account the figures for foreign birth or residence, 
these tables indicate that the recent generation of college graduates 
has moved away from New England and the South Central States 
into the other sections of the country. In actual extent this inter- 
state migration has been greatest in the case of the movement away 
from New England, and least in the case of the movement to the 
North Central States. In relative importance, however, the move- 
ment of college graduates to the Mountain and Pacific States stands 
first. 

A truer picture of this interstate migration is given when we take 
the various streams of migration, often moving in opposite direc- 
tions and neutralizing each other. This fuller picture is given in 
the following table, which indicates the movement from each to 
every other section of the country by giving the percentage of all 
born in one section who have settled in every other. For lack of 
sufficient data the figures for the Mountain and Pacific States should 
be overlooked. 


For- 
eign. 


Mid. 
Atl. 


No. 
Centr. 


So. 
Atl. 


So. 
Centr. 


Toe 
Pacific. 
11,6 

6.1 


New England_. 27. 


: 1.9 
Mid. Atlantic - " oO. 


5.1 


No. Center 
So. Atlantic 
So. Center 
Mountains 
Pacific 


Foreign 


62.7 
10,0 
1b. 
16.6 


9 


- 


27.2 


2.9 
30.0 
5.4 


3.4 


Tota 
99.9 
100.1 
100,0 
99.9 
99.9 
99.9 
100.0 


99 8 





Tota 
99.9 
100.1 
100,0 
99.9 
99.9 
99.9 
100.0 


99 8 
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Of the students of the various sections, those in the Middle 
Atlantic States surpass the others in generally remaining in the 
section in which they were born. A majority of students of 
Southern birth settled permanently in other sections. Of New 
England students roughly one-half remain and one-half move to 
another part of the country. One-quarter of them go to the Middle 
Atlantic States, and one-eighth further west to the North Central 
States; a mere handful move Southward. Of the students born in 
the Middle Atlantic States, a large majority, as was just pointed 
out, remain there; of those that leave, an equal fraction goes to the 
North Central States, and to New England. This movement to 
New England is more pronounced in the case of students born in 
the North Central States, 8¢ of whom settle in New England; almost 
twice as many (15.8%) settle in the Middle Atlantic section. The very 
pronounced movement away from the South is also largely directed 
toward the Middle Atlantic section; those born abroad also join in 
this movement. The net result of all these various movements is a 
crowding of the college graduates into that section, especially into 
the neighborhood of New York City. Whereas 38% of the students 
of the above ten years were born in the Middle Atlantic States, 45.64 
of them have settled there. The typical college graduate of to-day 
is no longer a scholar, but a man of affairs, and he tends to that 
section of the country where the growth of population and concen- 
tration of industries offer him the greatest opportunity for useful- 
ness and success. 


The Statistics of Pawn-broking. The March number of 
the Bulletin of the Department of Labor opens wiih an article of 
nearly 140 pages in length, by Dr. W. R. Paterson, on “Pawn- 
broking in Europe and the United States.” The study contains a 
brief history of pawn-broking in Europe, together with detailed 
data regarding the present legislation and statistics of the subject 
in Belgium, Holland, Germany, France, England, and the United 
States. The contrast between the continent of Europe and Eng- 
land is very marked. While the leading Continental States have 
developed a system of municipal pawn-shops as charitable institu- 
tions, often directly connected with other charities, in England, 
as in the United States, the government has interfered only in the 
way of legislation intended to correct the abuses of the private sys- 
tem of loans on personal property. In the United States, however, 
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private enterprise has characteristically done what is done abroad 
by the government; and a number of pawn-shops have been opened 
for the express purpose of making loans to the poor at a moderate 
rate of interest and protecting them from the exactions of the pro- 
fessional pawn-broker. 

The first company to do business on the principle of the European 
monts de piété was established in Boston in 1859. This was followed 
by The Workingmen’s Loan Association, established through the 
agency of Mr. Robert Treat Payne in 1888; and since that time a 
number of cities, such as New York, Buffalo, Worcester, Baltimore, 
and Providence, have followed this example. The Workingmen’s 
Loan Association of Boston differs, however, from the ordinary 
pawn-shop in that most of the loans are made on the security of 
chattels, especially furniture, and the great success of this company, 
which has declared dividends since 1890-91 at the rate of 6¢ per 
annum, shows what a demand there is for this kind of accommoda- 
tion. Dr. Paterson gives full and interesting statistics with regard 
to many companies of our country and to the Continental monts 
de picté. One curious fact is the comparatively large number of 
articles pawned on Mondays and the very small number pawned 
on Saturdays, many people evidently being in the habit of taking 
their articles out of pawn over Sunday and returning them at the 
beginning of the week. 





BOOK NOTICES. 


Die Feldgemeinschaft in Russland. Von W. G. Simkhovitsch. 
Jena, Fischer, 1898—xv, 399 ss. 


The long controversy over the origin, nature, value, and future 
development of the Russian mir approaches a conclusion.. This 
book will give the reader a good knowledge of the history and 
status of the controversy, and a good criticism of it, with very 
reasonable judgments about the present and future of the muir as 
an institution. The author estimates at 1,000 the number of inde- 
pendent literary productions treating of the subject. He is free 
from fads. Although he started with other prepossessions, he has 
reached the conclusion that the march of capitalism in Russia is 
rapid and inevitable; that it is dissolving the mir and will put an 
end to it; and that the welfare of the peasant class, as well as the 
prosperity of the country, depend upon the full introduction of 
capitalism. He shows the reasons for this opinion in a broad 
study of the facts and the literature. His method is severely 
correct. The doctrines he employs are sound and sober. His 
conclusions command confidence, especially because he has no 
pet ideas. He corrects a great number of current commonplaces, 
and sets in a correct light many generalizations which we have 
been obliged to accept in a form which was misleading. 

It now appears to be clearly established that the mir is not an 
aboriginal Slavonic, or Russian, institution. In the Tsarate of 
Moscow it was a product of militarism in the i6th century. In 
northern Russia it is not a century old, and is to be charged to the 
account of the great mischief-maker, Soctal-politik. In the south 
it is due to Catharine II, who posed, amongst her other theatrical 
performances, as a friend of the “illumination” of her time. Some 
of these facts have long been well-established, although disputed, 
but it is now certain that the mir everywhere is a relatively modern 
institution, and that it is another case of involuntary social cohesion 
under great pressure. Its status and prospects at the present 
moment are the consequence of individual escape from involuntary 
social relations into freedom, and the pursuit of self-chosen ends, so 
soon as escape is possible. The story is full of edification for all 
who have any leaning towards agrarian collectivism, or the nation- 
alization of land, or any weakness for communal self-government 
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under centralized control. European Russia has about fifty persons 
to the square mile, and is relatively overpopulated. The strip 
system still prevails; the districts in which the three-field system 
is employed are on a stage of high progress with respect to the 
rest; seventy per cent. of the peasantry obtain from their holdings 
less than the minimum for existence (Poland and Finland are not 
included); the subsidiary industries to which they turn are crowded 
and ill-paid. They flock into the cities, if they can get away from 
the mir. The development of urban industries with a wages class 
formed from the “land-proletariat,” and more intensive culture 
of the land by those who have capital, 7. ¢. capitalism, are the lines 
of escape from the situation. 

It is well known that the emancipation of the serfs has not had 
the effects which were hoped for. Our author gives a concise and 
clear story of the emanicipation and explains its consequences. 
It appears that no one was sincerely and enthusiastically in favor of 
emancipation except the Tsar Alexander II and a few literary men. 
Alexander got the set of his mind from a story by Turgienieff. 
The story of emancipation shows well how things go on under an 
autocracy. The autocrat may know what he wants, but he does 
not know how to get it. His administrative agents defeat his pur- 
poses, while profusely professing zealous obedience. The 
emancipation plan was clumsy, complicated, hampered by con- 
tradictory details. If it had been faithfully executed, it would not 
have marched on consistently towards a clearly desired result. It 
was not faithfully executed. The plan, moreover, was not con- 
structed on an intelligent knowledge of the conditions of the task. 
These are the great reasons why emancipation has not been real 
and successful. The peasants have passed from servitude to the 
landlord to servitude to the mir. The dissolution of the mir and 
capitalism, with liberty and contract, are necessary to real emanci- 
pation. 

The Roman patria potestas came to the Russians with the 
religious sanction of the Eastern Church. Despotism and cruelty 
are products of family training. Women and children are at the 
mercy of husbands and fathers, and even adults are at the mercy 
of the patriarch in the joint household. Russian history is full of 
anecdotes of cold and luxurious cruelty. Our author adds some to 
the stock. He attributes the evils of peasant life to the barbarism 
of the nation. He arrives once more at the conclusion that the 
nation must pass under the forms and forces of modern civilization, 
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and work out its redemption from misery through them. He says 
very little about militarism, but the history of Russia is the history 
of a country in which the internal growth and health of the nation 
have been crushed by the expense of territorial expansion, won and 
maintained by great armies, and also by the weight of a civil 
administration carried on with Byzantine pomp and extravagance. 
The internal productive forces have never been adequate to the 
demands of this system and have never been able to react against 
it. The peasants have had to bear at last the whole accumulated 
load, and they have been crushed under it. Modern agencies and 
modern organization may enable the nation to rise under its burden, 
even if the burden should not be reduced, but that is the question 
of the future. The Tsar’s proposal to the nations to agree to a 
relaxation of militarism, the devotion of public resources to rail- 
roads, and the abolition of the mir, which is announced in the very 
latest news as now proposed, mark a more intelligent and hopeful 
policy than any which has ever yet been adopted. 
W. G. SUMNER. 
Yale University. 


The City Wilderness. A Settlement Study by Residents and Associ- 
ates of the South End House, edited by Robert A. Woods, Head 
of the House. Boston, Houghton, Mifflin & Co., 1898—pp. 319. 


Occasional bulletins, sporadic magazine articles, and “talks” 
about settlement work have not sufficed to destroy entirely in all 
minds the suspicion that social settlements exist primarily for the 
enlightenment of the resident workers themselves. A demand for 
some measure of the social service rendered by them may be utterly 
unreasonable—for who can measure so intangible a value!—but the 
expectation that settlement workers should share with the public 
what they learn, in short, should become purveyors of much-needed 
social knowledge, is a just one. The present volume amply meets 
this expectation. The intimation that it is the forerunner of other 
volumes on similar lines will be welcomed by all readers. 

The South End of Boston, or better, that section of it with which 
the book particularly deals, a territory of not more than half a square 
mile, with about 40,000 inhabitants, is thus described: “There is no 
such overcrowding as there is in lower New York; poverty has no 
such painful and revolting aspects as are to be seen in East London; 
drunkenness is of a less sodden and brutalizing character than in 


corresponding quarters of many American cities; immorality is at 
1 








































98 Yale Review. | May 


least not obtrusive and defiant; and, amid a cosmopolitan popula- 
tion, representing nearly every grade of working-class existence, the 
labor problem is at about its average degree of difficulty.” 

Three periods of the development of the district are traced: that 
“when the well-to-do and poor live in the same neighborhoods and 
their interests are in a measure bound together’; the second, 
which is “marked by the more or less complete separation of these 
two classes and the abandonment of the poor to their fate”; and 
the third, now being entered upon and which may briefly be charac- 
terized as the period of social recovery. The twelve chapters in 
which the story of the South End is told with a wealth of detail 
which at times seem almost superfluous are of uneven interest. 
This is partly due to the fact that they have been contributed by 
different writers, six in number, but chiefly to the rather dry subject- 
matter of some sections. The chapters dealing with the history, 
population, public health, work and wages, and amusements offer, 
however, much that will hold the attention of the average reader. 
Particularly instructive is the chapter on the economic conditions of 
the district. 

The chapter on the “roots of political power,” evidently written 
by a man unusually well prepared for the task, offers food for the 
soberest reflections. We do not remember having read so authori- 
tative a description of the play of personal and social forces beneath 
the surface of boss rule and ward politics. The prevalence and 
power of “gangs,” their methods of organization and relations to 
ward politics, are portrayed with a naturalness which can only 
spring from intimate personal acquaintance with them. No less 
lifelike are the pictures of the boss, his lieutenants and heelers 
The secrets of the power of the boss and his wellnigh inextricable 
hold on the “nestling-place of our liberties,” the caucus, are graphi- 
cally described. The anonymous writer of this chapter refrains 
from any discussion of methods of political reform. It seems plain, 
however, that he is not very hopeful of the early coming of political 
rectitude among the people most easily influenced by the wiles of 
the boss. 

If the South End of Boston is a political wilderness, it is no less 
a swamp of crime and vice to a considerable exent. As to graver 
crimes, it is held that the district slowly grows better, thanks chiefly 
to effective police administration. But when the law has done its 
utmost, the district “will still remain overshadowed by drunkenness 
and prostitution.” Wherein lies the hope of cure? It is answered 
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that “there is no organized force yet in evidence which, even were 
its possibilities exhausted, would be equal to these dark and tragic 
evils.” 

In the chapter on “the church and the people,” it is shown that 
with all due allowance for zeal and efficacy the organized religious 
agencies within the district, when able to do more than hold their 
own, which is not always the case, are incapable of reconstructing 
society round about them. Ultimate social recovery is not to be 
sought simply through school education, much less merely through 
agencies seeking “remedial effects” like ordinary charities. Neither 
is the final hope in agencies that serve chiefly “recuperative func- 
tions in the cure of social evils,” like philanthropies which provide 
“some of the distinctive means of happy and noble existence,” but 
have “their chief resources from without the life of the district.” 
No,—“the real vital policy—within the lines of social action—is the 
one which aims to build up a better life for the district out of its 
own material and by means of its own reserve vitality. In so far 
as its social undertakings embody this principle, they have the 
enduring reconstructive quality.” 

This is the keynote of the book. The various efforts to bring 
to a higher plane the life of this district, which Dr. Edward Everett 
Hale has characterized as the most “charitied” region in Christen- 
dom, are analyzed with much discrimination. Since the writer 
holds that it is the “thoroughgoing reconstructive motive” which 
“gives the most solid promise of lasting future results,” it follows 
that he should find this motive to have reached its highest expres- 
sion in the work of the settlements and kindred institutions. The 
soundness of this view we are not at all disposed to quarrel with. 
Too much stress can hardly be laid on the value of neighborhood 
work. Yet it must be confessed that much of the influence exerted 
by the settlements and clubs evades analysis. It is estimated that 
2,900 persons representing 1,800 families, or about seven per cent. 
of the entire population of the South End, are attached in some 
regular way to the various social centers. It is interesting to note 
the close affiliation of settlement workers with the labor unions, 
to which is attributed the ‘great improvement in all the conditions 
of labor that has been wrought during recent years.” 

Throughout the tone of the book is distinctly optimistic. 
Although the people of the South End contend against heavy odds, 
the mass of them is held to be “undoubtedly ascending, inch by 
inch, in the economic and moral scale.” A conservative reader may 
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perhaps find the final summing up a little too visionary and not 
easily reconcilable with some previous statements. But these are 
points of minor importance which one cheerfully overlooks. While 
much of the book is of purely local interest, the breadth of view, sane 
criticism, and the spirit of sympathy and hope which breathes 
through it, make it appeal to a wide circle of readers. Several 
excellent maps and diagrams lend it additional value. 
JoHN Koren. 


Geldzins und Giiterpreise: Eine Studie iiber die den Tauschwert des 
Geldes bestimmenden Ursachen. Von Dr. Knut Wicksell. Jena, 
i8g8—S8vo, xi+189 pp. 

This is a very interesting and helpful essay in that difficult field of 
study,—the transition period between low and high prices, or 
vice versa. The ground is first cleared by a summary treatment of 
Index Numbers, of the Cost-of-Production theory of money, and 
of the Quantity theory. Then follows a treatment of the velocity 
of circulation of money, under which is understood not the actual 
velocity of circulation of the medium of exchange, but that virtual 
velocity which would needs be given to gold in order to have it do 
all the work that is at present performed by it conjointly with its 
various substitutes. Incidentally it may be said that but few authors 
devote attention to this important magnitude. In this section, after 
noting that the reciprocal of this “velocity” is the average time 
of rest of a piece of money, Dr. Wicksell follows with a discussion 
of the effect of large amounts of this gold lying in the hands of 
bankers instead of resting with individuals to secure their solvency. 
It is acknowledged by many writers that the directors of such 
deposits have the power of raising rates of discount and thus lower- 
ing prices and preventing gold from leaving the land. Dr. Wicksell 
queries whether the opposite effect may not be produced by lower- 
ing the rate of discount, and proceeds to develop his thesis. 

This may be stated as nearly as possible in his own words: Othe: 
conditions of the market being the same, a lowering of the rate of 
interest on the part of credit institutions, however small the reduc- 
tion if it be only permanent, will cause a rise of the general price 
level, constant, more or less uniform, and without limit. And the 
opposite sequence will take place if the interest rate be raised ever 
so slightly. The underlying assumption of this statement is that 
there exists a rate—later called the natural rate—of interest, not 
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always the same, nor easily to be defined, but which is such as to 
maintain prices unaltered in the existing state of the market. The 
interesting analogy is made for general prices not by comparing 
them to a pendulum, tending always to return to the initial position 
after disturbance, but by likening them to a cylinder on a somewhat 
rough surface, which moves with a slightly accelerated velocity 
under the action of any force strong enough to start it away, and 
continues in motion for a time even after the force is withdrawn. 

It seems to the present writer that such effect could only take 
place by the united action of the credit institutions of a country, or 
if the government were to monopolize the banking business. The 
effect on prices then produced would be paralleled by that caused 
by any other inflation of the currency. The progressive character 
of the movement would be kept up by ever new additions to the 
circulation, and the doubt of the government’s credit would promote 
just such speculation as would tend to raise prices in the same 
cumulative manner. It is not intended in this to give adherence 
to the uncompromising quantity theory, the restrictions to which 
Dr. Wicksell has well stated. 

There is given also a short study of the facts in the history of 
prices which bear on the case. It is perhaps unfortunate that this 
could not have been longer and more conclusive. It is also to be 
regretted that Dr. Wicksell could not have given more complete 
mathematical expression to his ideas, at least in the way of foot- 
notes or the like, so as to show the interrelation of the different 
factors in the problem. He has, however, given a very helpful 
statement of the law of large numbers, which is applied to show the 
greater economy of capital in large masses to secure solvency, as 
compared with the same sum in small individual reserves. 

The main part of this very suggestive work closes with a proposal 
for the establishment of an international system of control of the 
rate of discount, to base its action on a tabulation of general prices. 
It is interesting to compare Walras’ scheme for bimetallism, in 
which also the quantity of money is to be regulated by international 
agreement in accordance with price statistics. 

JOHN MARSHALL GAINES. 

Yale University. 
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Pitt: Some Chapters of his Life and Times. By the Right Honorable 
Edward Gibson, Lord Ashbourne. London, New York and 
Bombay, Longmans, Green & Co., 1898—8vo, xiv, 395 pp. 

As the title indicates, Lord Ashbourne has not written a new life 
of Pitt. His book is entirely supplementary to Stanhope’s Life, 
and to the Earl of Roseberry’s more recent study of Pitt. So far 
as Pitt's public life is concerned, Lord Ashbourne’s chapters deal 
exclusively with Pitt’s relations with Ireland; and coming from an 
Irish lawyer and statesman of Lord Ashbourne’s standing, these 
chapters have a distinct value to students of British constitutional 
and economic history. They are founded chiefly on material still in 
manuscript form, or in books which were privately printed, such as 
Pitt’s Correspondence with the Duke of Rutland, when Pitt was 
Premier and the Duke was Lord Lieutenant of Ireland, or the 
Beresford Correspondence, which was printed for private circula- 
tion only, and unlike the Rutland Correspondence has not yet been 
put into a more accessible form. 

Lord Ashbourne has drawn largely on manuscript sources, and 
his volume contains many letters which have not hitherto been 
published. ‘This is particularly so as concerns the personal side of 
Pitt. Much new matter is embodied concerning Pitt's early years, 
and his domestic and social life during his later years. It is, how- 
ever, by reason of the chapters dealing with England's commercial 
relations with Ireland, with the Union, and with Pitt's relations 
with Ireland and with Irish questions after the Union, that Lord 
\Ashbourne’s book has a value to students. Seeing how largely 
\merica was indirectly responsible for the concessions made to 
Ireland, political and commercial, between the Revolution in this 
country and the political enfranchisement of the Roman Catholics 
in the last decade of the eighteenth century, the early chapters have 
a special value to American students of the wider aspects of the 
Revolution of 1776. 

In view of the importance of the chapter on Commercial Resolu- 
tions, it is to be regretted that Lord Ashbourne was not a little 
more detailed and painstaking in the political part of the sketch of 
the political, economic and social condition of Ireland in 1784, when 
the Duke of Rutland was appointed Lord-Lieutenant by Pitt. The 
economic and social conditions at this time are well described. 
But the sketch of the political condition is meagre in the extreme. 
It is inadequate, and out of balance when compared with the care- 
ful attention which Lord Ashbourne has bestowed on the economic 
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and social condition of Ireland. The Irish Parliament is dismissed 
in a paragraph of not more than fourteen or fifteen lines. It is 
described as having succeeded ‘a shackled and fettered Parliament, 
subordinate to the English Parliament”; but no hint is given of the 
shackles from which it had been freed only two or three years 
before Rutland became Lord-Lieutenant. The condition of the 
Irish Parliament at this time, with the Octennial Act not long in 
operation, and Poyning’s law only quite recently repealed, was 
surely as well worth some detailed description as was Irish country 
house life or the Irish duelling clubs. 

Although Lord Ashbourne confines himself to Pitt’s relations 
with Ireland, the letters of Pitt to Rutland which he quotes atford 
some insight into Pitt’s relations to purely English questions. lor 
instance, Pitt’s letter to Rutland of October 7th, 1784, affords 
excellent proof of Pitt’s sincerity at his time with respect to Parlia- 
mentary reform. ‘Let me beseech you to re collect,” he writes, in 
respect to Parliamentary reform in Ireland, “that both your charac- 
ter and mine for consistency are at stake, unless there are unan- 
swerable proofs that the case of Ireland and England is different; 
and to recollect also that, however, it is our duty to oppose the 
most determined spirit and firmness to ill-grounded clamour or 
jactious pretensions, it is a duty equally indispensable to take care 
not to struggle but in a right cause.” Two months later there is 
another letter from Pitt to Rutland on the same subject, in which 
he declares that, sooner or later, Parliamentary reform must be 
carried in Ireland as well as in England. ‘The value of these letters 
as proving Pitt’s sincerity on this question at that time is enhanced 
when it is added that these were not official letters, but private 
letters to Rutland, who was a personal friend of Pitt’s. 

Pitt’s share in bringing about the Union is well handled by Lord 
\shbourne, who, while obviously an admirer of Pitt, offers no 
excuse for Pitt’s apathy concerning the fulfillment of the pledges 
which had been made in his name to the Irish Roman Catholics at 
the time of the Union. “His warmest admirer,’ writes Lord 
Ashbourne, in reviewing Pitt’s career after the Union, “has to use 
much more the language of explanation than of eulogy”; and he 
concedes that Pitt did not apply himself to the fulfilling of his 
pledges to Ireland in respect to Catholic relief, State provision 
for the Catholic clergy, and the pressing grievance of Irish tithes, 
with promptness, energy or resolution. His explanation is that 
Pitt’s health was not good; that he had not the energy, the deci- 
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sion, or the vigour of former days; and that he shrank from taking 
a resolute stand against the King. The last is the more probable 
cause of Pitt’s failure to push Catholic Emancipation, and there 
is good ground for believing that this attitude towards the King 
really accounts for Pitt’s desertion fifteen years earlier of the cause 
of Parliamentary Reform, to which he had committed himself even 
more fully and openly than he had committed himself to Catholic 
Emancipation. So far as it goes,—and the author clearly defines 
the limitations of his bbok—Lord Ashbourne’s Chapters in the Life 
of Pitt form a noteworthy and acceptable addition to the literature 


of the period. E. P. 


Documents Relatifs a U Histoire de U'Industrie et du Commerce en France 
depuis le rer Sidcle avant J.-C. jusqu'a la Fin du XIITe Siécle, publies 
avec une Introduction. Par M. Gustave Fagniez. Paris, Alphonse 
Picard et Fils, 1&898—8vo, 349 pp. 

This is the first part of a collection of documents and extracts 
from documents intended to illustrate the characteristic phases of 
the early commercial and industrial history of France. It con- 
sists of 280 pieces, 145 of which relate to 13th century history. 
After a brief consideration of the pre-Roman activity of the Gauls 
in trade, our attention is called to the great development in industry, 
especially in the raising of grain, after the Roman occupation, and to 
the growth and successive importance of the great commercial 
cities, Marseilles, Narbonne, Arles, and Lyons, and we see growing 
up in the towns and cities a distinctly industrial class, recruited 
largely from the slaves. The collegia organized from among this 
class were at first free private institutions, maintained largely for 
social and religious purposes; later they are regarded by the govern- 
ment as a source of revenue, must be chartered and perform certain 
public functions, and membership in them becomes a burden and at 
the same time compulsory. Despite all efforts to preserve them 
many die out, and the numbers in all become reduced. 

Traces of these bodies are lost during the Germanic invasion, and 
when we again come upon industrial corporations we find that the 
sources give evidence of the survival of only two or three of the 
largest and most important of the Roman organizations, and that 
the gilds of the Middle Ages are not lineal descendants of anything 
existing before the invasions. The extracts now show us the hum- 
ble beginnings of industry in monasteries and large lay estates; 
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more and more workmen gather about the church, employed often 
in its construction and decoration, until a little village is formed 
with its industries differentiated by streets; the first faint indica- 
tions of corporate life in these groups appear, and are followed up 
until, in the thirteenth century, we find them in possession of 
monopoly and independence. Here the extracts become numerous 
and give us a complete picture of the activities of the craft and 
merchant gilds. In fact, the private and public life of these organi- 
zations may well be considered the main theme of the book. 

Another aspect of the history of commerce is shown in detail 
by the extracts devoted to the Fairs of Champagne, and a number 
of pieces illustrate the commercial aspects of the crusades. Nos. 
144, 148, 163, and especially 181 afford much information on the 
maritime law of the Middle Ages. Of the business forms and 
institutions fostered by the fairs none was of greater importance 
than the Bill of Exchange. Nos. 135, 167, and 171 show two types 
of this institution in its very infancy; they belong to the years 1200 
and 1248 and differ so in form from the modern bill as to be hardly 
recognizable, but a little study shows the essential characteristics 
to be there. 

In the introduction, the editor has given a very clear summary 
of the historical contents of the collection. He has also supplied 
a helpful bibliography, and a glossary of the purely technical words 
will appear with the second part. As a whole the editor’s work has 
been admirably performed. It is to be sincerely hoped that similar 
collections may appear illustrating from other countries this side of 
medieval history 

A. B. WHITE, 

Yale University. 


The American Revolution. Part I, 1766-1775. By the Right Hon. 
Sir George Otto Trevelyan, Bart. New York, Longmans, Green 
& Co., 1899—xiv, 434 pp. 

Sir George Trevelyan has given the continuation of his life of 
Fox the form of a general view of the rise of the American Revolu- 
tion. As such, his work gains in depth of interest and breadth of 
scene. Apart from the literary charm of the narrative, of which it 
is not easy to speak with moderation, his work is especially inter- 
esting from its method and point of view. The point of view is 
that of an experienced administrator in India and in Ireland, who 
judges policies in the light of the problem of their execution and of 
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the practical consequences rather than in their purely legal and 
constitutional aspect. Under the application of this test all his 
sympathies are on the side of the Americans and there is little 
sparing of condemnation for the prejudice and folly of the home 
government. 

In fact, the author is rather more American in his sympathies 
than the later and more judicial school of our own writers, and 
goes further in the extenuation of the darker side of the Revolution 
with its intolerance, oppression, and mob violence than the critical 
student of to-day is ready to follow. 

A most interesting feature of his method in his contrast of 
society and politics in England and the colonies, presented in a series 
of vivid sketches of the life and environment of the English and 
American political leaders. The simplicity, strenuousness, and 
sincerity of colonial life stand out in sharp relief beside the arti- 
ficiality, frivolity, and cynicism that characterized parliamentary life 
a hundred vears ago. 

Sir George is the first general writer on the Revolution to make 
extensive use of the new materials brought to light by the Histori- 
cal MSS. Commission, especially the rich stores contained in the 
Dartmouth Papers. In other respects, too, his research seems to 
have been thorough and conscientious. One slight anachronism 
may be noticed, a failure to transport himself back to his century 
when, on p. 138, he writes of the reception of the tea: “The great 
cities, to which all the colonies looked as laboratories of public 
opinion and theatres of political action.” By no standard at any 
time could the Boston, New York, Philadelphia, and Charleston of 


1773 be called “great cities.” ye GB. 


‘ 


The Economic Policy of Colbert. By A. J. Sargent, B.A. Studies 
in Economics and Political Science; edited by Prof. W. A. S. 
Hewins, M.A. London, New York, and Bombay, Longmans, 
Green & Co., 1899—133 pages. 

Mr. Sargent has not attempted to unearth or work-over original 
material or to contribute new facts regarding the great minister of 
Louis XIV. He has, however, studied the authors who have 
written about Colbert and has given us a judicious, though brief, 
view of the principal activities of that industrious statesman. Open- 
ing his subject with a sketch of the man and of the circumstances 
under which he came into office, he takes up successively his 
reforms in taxation, his industrial policy, his policy with regard to 
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foreign trade, the results of the commercial war with Holland, and 
his legacy to France. 

In his final verdict, Mr. Sargent is, in our opinion, quite right 
in praising Colbert as a financier and in condemning his industrial 
policy whose “success during his lifetime is but an instance of the 
successiul working of a vicious system in good hands.” Perhaps 
for lack of space, Mr. Sargent does not, however, seem to quite do 
justice to the more lasting effects of Colbert’s industrial policy. 
The system of strict trade regulation through the guilds was, of 
course, doomed to failure, and has been generally condemned by 
the experience of the 18th century; but the activity which Colbert 
showed in introducing new industries into France, in encouraging 
investigation, in learning by hook or by crook the trade secrets of 
other nations, has had lasting effects and created industries which 
are still prosperous in France. I. W. F. 


The Workers; An Experiment in Reality. By Walter A. Wyckoff, 
Assistant Professor of Political Economy in Princeton University. 
New York, Charles Scribner’s Sons. Vol. I, The East, 18 \7—270 
pp.; Vol. II, The West, 1899—378 pp. 

In reading Prof. Wyckoff’s account of his remarkable “experiment 
in reality,” one inevitably compares his experiences with those 
of Paul Goehre and of Frau Dr. Minna Wettstein-Adelt. The 
former, a young German theologian, spent three months as a factory 
hand in order to study the condition of the laboring people. The 
latter spent three and one-half months in several factories for the 
same purpose, protected, however, by her husband, who constantly 
kept within easy reach in order to secure her from harm. In both 
of these cases the experiment was confined to a single section of 
Germany and to one narrow range of occupations. 

Prof. Wyckoff spent a vear and a half in making his experiment; 
and during that time he tried his hand at all kinds of jobs which 
had but one thing in common; namely, that they did not require 
trained skill. Working as a day-laborer at West Point, as a hotel 
porter, as a hired man in an asylum, as a farm hand, as a lumber- 
man in a logging camp, he finally reached Chicago during the 
period of congestion of labor in the winter of 1891-92, when the 
city was overwhelmed with the unemployed. Prof. Wyckoff him- 
self came very near starving, and had to earn his living by doing all 
kinds of odd jobs on the street. He then obtained steady employ- 
ment for a while in the city as a hand truckman in a factory, and as 
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a road builder in the World’s Fair grounds, and finally worked his 
way to Denver and to the Pacific; walking from place to place and 
earning enough by working on farms, in mining camps, or as a 
burro puncher, to carry him through to San Francisco. 

Prof. Wyckoff assures us in his preface that he had no other 
motive in undertaking this difficult experiment than the prospect 
which a new, unoccupied, and inviting field offered “to a student 
eager for a place among original investigators,” and that his account 
is strictly accurate even to details. The author has certainly suc- 
ceeded in making for himself a unique place among social investiga- 
tors, and has given us a most readable and interesting account of 
his experiences; but he has also done more. The method of 
investigation which he pursued is, in general, likely to be of more 
use to the investigator himself in broadening his ideas and putting 
him in touch with the realities of life than it is to others; and any 
study of the life of a people, in order to have permanent scienti- 
fic value, must be based upon observations in the mass, which can 
be only obtained by careful and elaborate statistics. But one point 
comes out so clearly throughout the whole narrative that it certainly 
seems safe to generalize from it. That point is that in our country 
any man who has fair health and strength and is willing to work 
can obtain a comfortable living in almost any part of the country. 
Even when labor was congested in Chicago, and the army of the 
unemployed appealed so strongly to the sympathies of the public, 
there was plenty of work in the country for those who were willing 
to take it; and the various sketches which Prof. Wyckoff gives us 
kere and there of comfortable farmers’ families, offering not only 
good wages, but also a pleasant home to their laborers, are among 
the particularly attractive parts of the book. H. W. F. 


Economics. By Edward T. Devine, Ph.D., General Secretary of the 
Charity Organization Society of the City of New York. New 
York, The Macmillan Company, 1898—404 pp. 

This is an attempt to make the theory of consumption developed 
by Professor Patten the basis of an extremely elementary text- 
book on political economy. That the attempt has been made with 
care and fidelity, the author’s reputation as a most successful univer- 
sity extension lecturer gives sufficient warrant. Its inadequate 
success from a scientific standpoint—for it hardly meets scientific 
demands—is, we believe, chiefly due to the dangers with which its 
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underlying theory is beset. These dangers are of a kind from which 
even the specialist finds it difficult to free himself; to the beginner, 
even under good guidance, they offer pitfulls at every turn. How 
is he to avoid the conclusion, on page 165, that the “total import- 
ance of all the goods at the disposal of society” is ‘a sum of final 
utilities?” If this page does not mean that, which is obviously 
wrong, what does it mean? Again we are told on page 171, that 
itis ‘the duty of the dealer to find the customers for whom shoes 
have higher final utility than for any others.” This is not true as 
a summary of practice under anything like the existing economic 
system. It is the dealer’s business to find the people who will pay 
the most for the shoes, which is quite another thing. To place them 
where they have the most utility is an impracticable and dangerous 
ideal; to insist that it is the business man’s duty to follow it is 
unscientific, whether from the point of political economy or of 
ethics. And apart from the question of practicability of applying 
Patten’s ideals, there is often a want of conformity of the extreme 
theory of utility to modern facts. Scant importance is given to the 
collectively determined judgments, nine-tenths of the demand for 
commodities regulated by law far more nearly approaching 
Patten’s theory of “absolute” utility than his theory of positive 
utility. There is therefore great danger in basing an analysis of 
economic usefulness on the latter alone, to the relative disregard— 
and, in an elementary treatment, often the practical exclusion—of 
the former. When the author gets away from the theory of con- 
sumption, his work is better; in fact so good that we are tempted 
to wish that he could have put more of himself into his book. His 
“restatement of familiar principles” often deserves high commen- 
dation and should do good service to his readers. A. . 2. 


The Science of Finance. An Investigation of Public Expenditures 
and Public Revenues. By Henry Carter Adams, Ph.D., LL.D., 
Professor Political Economy and Finance at the University of 
Michigan. New York, Henry Holt & Co., 18&j&—S8vo, xiii, 
573 PP- 

The lack of a thoroughly good text-book of public finance in 
the English language has long been felt by teachers of the subject. 
The publication of Prof. Bastable’s useful work in 1892 and of Prof. 
Plehn’s small text-book in 1896, while helping to supply immediate 
needs, by no means preempted the whole field, and Prof. Adams’ 
contribution to the subject has come at an opportune time. But 
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such a book as he has written could hardly come amiss at any 
time. He has not contented himself with writing a text-book, but 
has discussed many financial problems with a freshness and origin- 
ality which makes the work a valuable contribution to the economic 
science of the world, and not merely to that portion of it which is 
written in the English language. 

The work throughout is written from the point of view of an 
American, and the American property tax, the system of special 
assessments, the corporation tax, the Congressional methods of 
financial legislation, are treated with a fullness and a skill not to 
be found in any other general text-book. In many sections of 
the work the author has adopted new methods of classification 
and new terms, all of which cannot be unqualifiedly commended. 
In his classification of government expenditures, e. g., he makes 
the distinction between protective, commercial, and developmental 
functions (page 79); but the term “commercial” seems too narrow 
a one to cover all of the functions which he includes under it, 
such as the management of the post-office, of mines, of forests, etc. 
Nor can the writer accept his general classification of taxes as one 
which is likely to make the subject more clear to the student. He 
makes the three-fold division of (1) taxes on income; (2) taxes on 
property as a source of income; (3) taxes on business as a means 
of securing an income. Taxes on consumption are thus entirely 
left out of account on the ground that “there are no such taxes”; 
but to classify excises and taxes on imports as taxes on business 
is certainly misleading and vague, partly because they are not 
levied on any business as such, but are merely levied with a view 
to burdening the consumer, and partly because the very term busi- 
ness, covering, as it does, every occupation from preaching the 
Gospel to running a peanut stand, is too indefinite to admit of 
scientific use. We cannot but think, too, that the phrase “income 
of property” is an infelicitous expression to apply to property 
received by inheritance. Even where one disagrees with the 
author, however, in his classifications or his terms, they are always 
suggestive and stimulating. 

Particularly admirable in the earlier part of the book are the 
discussions of deficiency bills, of the methods of accruals in public 
accounts, of corporation taxes in the U. S., and the searching 
criticism of the English income tax. Perhaps the most valuable 
chapter of all to the American reader is the one entitled “Sugges- 
tions for a Revenue System,” in which the author discusses the 
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sources of revenue open to the Federal government, to our States, 
and to our local governments, and then proposes a plan which 
involves retaining for the Federal government as its principal 
source of revenue the excise duties and customs, assigning to the 
State governments corporation taxes and inheritance taxes, and 
giving to the municipal governments taxes on the income from 
services, on landed property, license taxes, and franchise taxes. 
In his plea for the corporation tax as a substitute for the ineffectual 
tax on personal property, still retained on the statute books of our 
States, Prof. Adams has, in the judgment of the writer, struck 
the key-note of the subject. 

The general arrangement of the work is somewhat peculiar in 
the comparatively large space, just about half of the book, devoted 
to the consideration of public expenditures, the budget, and the 
public revenue from domains and industries, and the comparatively 
small space, only 48 pages, given to public credit. In the treatment 
of taxation again, very little time is consumed in describing 
individual taxes or tax systems. We also miss any special treat- 
ment of local taxation as distinguished from national or federal 
taxation. What is said on this subject is brought in almost 
incidentally in connection with general principles. 

It will thus be seen that the whole subject of taxation is treated 
from the point of view of tax theory and criticism rather than from 
that of history. To the advanced reader who is already familiar 
with other text-books, this may be an advantage, since it relieves 
him of the necessity of reading over familiar descriptions. It is to 
be feared, however, that this feature may make the book hard 
reading to a student who goes to it for his first introduction into 
the subject of public finance, and may make of the work a book 
for professional economists and advanced students, rather than for 
beginners. 

As regards its mechanical features, the book is provided with a 
lucid and systematic table of contents and with an alphabetical 
index, while even the proof errors which have caught the eye of 
the writer, such as the statement that ‘the Federal constitution 
guarantees the citizens of each State the privileges and amenities 
of the citizens of every other State” (page 309), are more diverting 
than misleading. 

H. W. F. 
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